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Filling 
other 
people's 
shoes 

is | 
our 


business 


“Our’’ means you and this Company—in 
planning a man’s estate together. “We” step 
into his shoes temporarily. 

One great help in this planning could be 


our Diversified Trust Fund. It may fit in with 
your prospect's present, as well as his and his 


family’s future. 
We'd like to tell you all about this Fund. 


Drop in and see us...see why we're serving 
more people more ways than any other Phila- 


delphia Bank. 
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COMPANY for Banking and Trusts 
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GEARED FOR ACTION... 


Guaranty Trust Company, with a nation-wide, world-wide 
correspondent network, can provide every facility 
that your bank or your customers may require. 
This broad range of service includes domestic, foreign, fiduciary, 
portfolio and many other functions. In addition, Guaranty Trust Company 
acts as registrar and transfer agent for corporate securities, as trustee 
of bond issues and pension trusts, and in numerous related capacities. 
These and other extensive services are yours when 
you make full use of our correspondent banking facilities. 


Why not plan to do so? 








Guaranty Trust Company 
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Capital Funds $377,000,000 
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Cover Picture . . . The City of New York 
looking from the Empire State building 
northeast past The Waldorf-Astoria, scene of 
the A.B.A. Midwinter Trust Conference. 
America’s leading city of manufacturing, 
trede and finance begen as a trading post 
set up at the south end of Manhattan by 


| Henry Hudson in 1609. Under the Dutch 


West India Co. the settlement was called 
New Amsterdam and Manhattan was pur- 
chased from the Indians for $24 worth of 
trinkets. Peter Stuyvesant built a rampart 
where Wall St. now is, and the present Bow- 
ery is the site of his farm or “bouewerie.”’ 
When the English took possession they re- 


| named the place for the Duke of York but 
| kept many of the Dutch in office and re- 
| spected their liberties and property rights. 


The first newspaper, the New York Gazette, 
appeared in 1725 and ten years later the 
principle of the freedom of the press was 
in the trial of John Peter 


well to his officers and was inaugurated 
Here Alexander Hamilton led 
in the founding of the Bank of New York, 
and in 1792 the Stock Exchange began 


under a buttonwood tree. 
Photo by Louis C. Williams 
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Bank Conducts Law School Estate 
Planning Seminar 


The Law School of the University of 
Georgia has within the past year initiated 
a program of collaboration with the large 
trust companies of Atlanta, so that 
students interested in estate planning 
may have a better understanding of the 
practical problems involved in this type 
of work. In participating in this program 
the Fulton National Bank recently con- 
ducted a one-day Estate Planning Sem- 
inar for the benefit of students in the 
Trusts class of the Law School. These 
students were almost all graduating sen- 
iors who had completed or were currently 
taking courses in real property, estate 
taxation, and trusts. Several weeks be- 
fore the Seminar was to be held, trust 
officers of the Fulton National Bank pre- 
pared an estate problem and forwarded it 
to the Trusts professor for distribution 
to the students. The students then work- 
ed out an estate plan which they in- 
corporated in a trust instrument. This 
they took with them to the Seminar. 


The problem was built around a man 
who had a wife and two children, and a 
gross estate of $287,000 consisting of 
a residence, personal effects, listed stocks, 
jointly owned property, commercial real 
estate, a partnership interest and $100,- 
000 worth of insurance payable in a 
lump sum to his wife. He had a simple 
will, drawn when he was a young man, 
leaving everything to his wife and nam- 
ing her executrix. The students were re- 
quested to suggest various plans and to 
prepare the necessary instruments where- 
by his estate would be transferred to 
the wife and children in the best possible 
manner from the standpoint of benefit 
to the family and savings in cost. 


A Trust Officer opened the morning 
session by describing three possible plans 
for the distribution of the estate. Charts 
were presented showing the assets and 
the cost involved under each plan. A 
specific analysis of the estate problem 
was made, showing the problems in- 
volved in transferring jointly held prop- 
erty, partnership interest, and insur- 
ance. A member of the law firm repre- 
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Student lawyers from the University of Georgia Law School were guests of the Trust 
Department of The Fulton National Bank in Atlanta recently in an all day session, described 
in accompanying letter. 





senting the bank took one of the bank’s 
will forms as a guide and explained to 
the students some of the practical and 
legal reasons for adopting various sug- 
gested provisions when drawing a will 
which includes a trust. 


At lunch, representatives of the sev- 
eral divisions of the Trust Department 
were introduced to the students and their 
duties briefly described. In addition there 
were two short talks, one by the Chair- 
man of the Bank’s Trust Committee who 
discussed “How a Business Man Eval- 
uates Trust Service,” and the other by 
the head of the Trust Department on 
“How Banks can Help Attorneys in their 
Estate Work.” 


The afternoon session featured the 
various services available in the Trust 
Department. A Trust Officer outlined the 
legal requirements governing the organ- 
ization of a Trust Department of a na- 
tional bank, emphasized the importance 
of a corporate executor and trustee in 
the estate plan, citing some of the duties 
performed in handling a going business 
and in the management of real estate, 
such as that included in the hypothetical 
problem. The bank’s Investment Officer 
then discussed the principles of the in- 
vestment of trust funds, outlining a 
hypothetical investment of $100,000 in 
bonds, preferred stock and common stock, 
purchased as of the date of the Seminar. 
In a third talk a Trust Officer featured 
the personal side of the trust business, 
illustrating the proposition that corporate 
fiduciaries are chiefly concerned with the 
welfare and happiness of the family. The 
Law School Professor in charge of the 
group then spoke briefly on highlights 
of the day’s events, particularly in re- 
lation to the course of study being pur- 
sued by the students. 


At the close of the Seminar a booklet 
was presented to each student which 
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outlined the entire proceedings and in- 
cluded forms for a marital deduction 
will; a will including a testamentary 
trust, but no marital deduction; a life 
insurance trust agreement; and a buy 
and sell agreement for the transfer of 
the partnership interest. 


The Law School considers such Sem- 
inars very much worth while, since they 
not only offer the students the oppor- 
tunity of putting their legal theory to 
practical application, but also give them 
the benefit of expert criticism of their 
efforts. The Bank is very much inter- 
ested in such Seminars as a means of 
informing young lawyers as to the ad- 
vantages of corporate fiduciary service. 
The students, for whose benefit the Sem- 
inars are planned, are likewise enthusi- 
astic participants. In a letter received 
by the President of the Bank, one student 
wrote, “The visit to your bank has given 
a new meaning to what had promised to 
be a thoroughly dry and academic sub- 
ject.” 

Virlyn B. Moore, Jr., 
Trust Officer, 
The Fulton National Bank 
Atlanta, Ga. 


Economic Education 


I have read with great interest your 
article (Oct. ’51, p. 714) dealing with 
the character of the textbooks which have 
been introduced into our schools. For 
some time I have been much disturbed 
about that situation and have been 
responsible for several organizations 
adopting resolutions to support a move- 
ment for eliminating this kind of text- 
book from our institutions of learning at 
all levels. The New York State Feder- 
ation of Women’s Clubs recently went on 
record concerning this. I was one of the 
speakers who addressed their State meet- 


ing. As a member of the Council of 
Visitors at Rensselaer Polytechnic In- 
stitute in Troy, I believe we have a 
counter move to at least contain and per- 
haps help eliminate this type of think- 
ing. 

Something definite has to be done to 
reintroduce into the minds of those who 
write textbooks and teach from them, 
what we really mean by the American 
way of life. The “Industrial Council” 
has just been organized at Troy after 
conferences with many key people in 
industry and in teaching.* We too have 
had a struggle in Troy to remain inde- 
pendent and free from dilution of our 
education through the moving in of Goy- 
ernment with its subsidies and event- 
ually its socialistic thinking concerning 
the curricula. Therefore, we are going 
to need wide participation on the part 
of industry. Anything which can be done 
to publicize the movement and to create 
interest for it in the proper areas will 
be truly a service to the America which 
you and I like to envision. When an in- 
stitution like Rensselaer, seeing the need 
for a program of this character, has 
courage enough to tackle it we should do 
everything possible to help in its prose- 
cution. 

Paul H. Conway, C.L.U., 

General Agent, 

John Hancock Mutual Life Ins. Co. 
Syracuse, N.Y. 





*Devoted to “the role of the corporation and its 
contribution to American Society, this Council, 
which is sponsored by R.P.I., oldest college of 
engineering in the U. S., is organized on a semi- 
annual basis to provide continuous association over 
a six-year period between industry, teachers in col- 
leges for teachers, and teachers of social studies 
and students in secondary schools. Emphasis is on 
a specific industry at each three-day session. 


T&E Brings Trust Business 


We have just had filed with us two 
rather substantial wills in which we are 
trustees and possibly executors. The 
wills are those of a mid-western attorney 
and his wife, now residents of Fort 
Lauderdale. He told me the first day that 
he came in the office, on seeing the cur- 
rent issue of TRUSTS AND ESTATES on my 
desk, that he takes TRUSTS AND ESTATES 
and that an article in one of the issues 
is what had prompted him to transfer 
his will appointments to us. 


From the discusison at several meet- 
ings during the process of the re-develop- 
ment of their wills, it became apparent 
that he has read everything in every 
issue of the magazine, possibly for the 
last several years. We may find it useful 
to follow our notes in discussing some 
other important wills pending and in 
future. 


is H. F. Pelham, 
Vice President and Trust Officer, 
First National Bank 


Fort Lauderdale, Florida 
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EDITORIAL... 





he Cooperative Fiduciary 


ADVANCES IN THREE DIRECTIONS 


HE Trust Business moved forward decisively on three 
_ pe fronts during the year 1951. In the volume of 
new business, the annual reports of trust banks in all parts 
of the country reveal continued and substantial gains and 
many all-time high totals of agency and pension as well as 
executor and trustee accounts. Aggregates of fiduciary assets 
under administration by trust departments or companies re- 
flect some increase due to higher security values, but the 
greater part comes from excess of new appointments over 
distributions, and marked development, in many centers, of 
the comparatively new Investment Management accounts, 
Pension and Profit-Sharing trusts, and Family Business 
assets. 


To an even more gratifying extent is future business being 
put on the books, and customer good-will and public confi- 
dence being gained, as represented by the general rise in 
wills filed for safekeeping. and the far wider use of estate 
planning facilities. As compared with a relatively few years 
ago a practically new avenue of service has been opened to 
estate attorneys and insurance leaders as well as to trust in- 
stitutions, in the review, analysis and blue-printing of family 
financial plans. Instead of the free or practically free accom- 
modation of “drawing the will,” Estate Planning has been 
developed and publicized to the point where it is being widely 
recognized as the modern version of the Art of Self-Protec- 
tion and the best kind of financial security for the family 
and other beneficiaries. On the customer front the lines of 
cooperation have been well extended. 


In the field of Bar-Trust Company relations one of the 
most constructive developments of the year came to fruition, 
in the form of integrated Trust and Estate courses at leading 
Law Schools. These courses, drawing on practicing estate 
attorneys, trust executives, insurance underwriters, account- 
ants and sometimes real estate and investment authorities, as 
lecturers or discussion leaders, have given new impetus to 
education in this variegated province of the Law. 


From field reports, the experience has been salutary to the 
representatives of the business and professorial world as 
well as to the students. It has brought into American class- 
rooms the practice long notable on the Continent of first- 
hand study of the daily operating problems of the technical 
trades and services. Students learn more of the accounting 
records and reports, of the protections of insurance and 
asset control, of investment dangers and potentials, of busi- 
ness judgment and human elements behind the clause or 
the case. The eminent president of the American Bar Asso- 
ciation commended these Estate Planning programs* as 
an introduction to “one of the most attractive and profitable 


*See Howard L. Barkdull’s address before Mid-Winter Trust Confer- 
ence, at page 81. 
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phases of the law” while the nationally-known trust au- 
thority, Mayo Shattuck, synthesized the necessity for co- 
operation between trustmen, lawyers, insurance under- 
writers and investment advisors in these words: 


“Any one member of the team who decides he ought 
to keep the business all to himself not only denies his 
client the best available product but denies to himself 
the prospect of substantial and continued success in his 


chosen field.” 


In the immediate sphere of the associated commercial 
banking divisions also it is apparent that a new measure 
of cooperation is being accorded the trust departments. 
Since the ultra cost-conscious era of the “30s, many trust 
departments had failed to enlist support or even the appre- 
ciation of the non-trust banker, when it was discovered 
that the trusteed dollar did not earn, for the bank. as much 
as the loaned dollar. The fact that the trust department was 
often asked to do favors for the banking divisions, or to 
handle difficult or unprofitable jobs which such divisions 
did not want, gained no sympathy in the managerial coun- 
cils of many banks. 


But even with rising operating costs and increased bur- 
dens of tax and other non-productive work, it is being dis- 
covered by more and more bank presidents and directors 
that fiduciary activities are not only essential activities to 
the bank and the community welfare. but can pay their 
way under attainable conditions and with real cooperation. 
In his address as president of the American Bankers Asso- 
ciation, C. Francis Cocke of Roanoke took issue with those 
who claim that the large volume of a metropolitan market 
is necessary to a profitable trust operation, offering his 
own department as one of many proofs, but on condition 
that income as well as expense is properly allocated and 
reciprocity practiced wherever it can be done with benefit 
to the mutual or prospective customer. 


A well-managed trust department or company is a very 
valuable asset to a community, as is a sound bank, a well- 
informed estate lawyer, accountant or underwriter, for these 
are the men and facilities from which are derived the means 
of putting savings to economically useful work and to 
productive benefit of the saver and his beneficiaries. These 
are the Commissioners of Financial Health, not only for 
families but also for businesses, for the pensioned wage- 
earner and the orphan as well as for the well-to-do business 
or professional man and the church, school and hospital. 


There is much work to do before the public will appreciate 
fully the economic importance and the human values of 
trusteeship. A fine start has been made in some centers 
with Forums on Finance or Estates and Trusts. but these 


73 





have as yet reached but a minute fraction of the people 
affected or potentially affected. Advertising and newsletters 
or pamphlets have carried messages, usually quite technical, 
to selected audiences. But now that the way has been so 
well shown toward cooperation between the specially quali- 
fied partners in personal financial security, it may be well 
to move together in bringing before the citizens of each of 
our communities the salient facts about not only our own 
services but also the bases on which rest all values which 
we measure in dollars and in which we accumulate over the 
years of work and worry, what should be adequate estates 
for those who depend on and deserve our “future interests.” 


The spirit of Trusteeship is surely needed today in every 
position of responsibility, whether one be dealing with the 
savings and income of others, or with inherent rights and 
moral values. It is heartening to see that the professional 
trustees and their associates can set an example of able 
workmanship, and impartisan cooperation for the common 
good of their customers and fellow-citizens. 


& 8 & 


SEVEN PILLARS of 
TRUSTEESHIP 


MERICAN BAR ASSOCIATION President Howard L. Bark- 
dull’s remarks at the Mid-Winter Trust Conference this 
month deserve spotlighting before all professional fiduci- 
aries, not merely because they represent policies endorsed 
by Trusts AND EstaTEs through the years, but because they 
come from such a high source with forty years of experi- 
ence in the field. The following might well be adopted as the 
new “seven pillars of trusteeship:” 
1. Trustmen should take an active part in the American 
Bar Association’s Section of Real Property. Probate and 


Trust Law. 


2. The inadequacy in training lawyers in estate planning 
and the unfamiliarity of many of them with the services 
performed by trust institutions can be cured, to some ex- 
tent at least, by law school courses on estate planning. (Here 


Mr. Barkdull cited the articles which “T. & E.” published 
last year.) 
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Best Story of the Trust Conference 


The note which President Barkdull of the American 
Bar Association told of receiving on the back of a Christmas 
card is one which could appropriately temper the efforts 
of some of our more ambitious testators. It read as follows: 


“If you get up earlier in the morning 
Than your neighbor 
And work harder, and scheme more 
And stick more closely to your job 
And stay up later 
Planning how to get ahead 
While friend neighbor is snoozing. 
Not only will you leave more 
When you die than he will 
But you'll leave it 
—A helluva lot sooner! 


3. In estate analysis, the attorney should be brought in 
“at the very outset and requested to pass on all legal ques- 
tions. It is worth the fee paid by the client if the lawyer 
really knows what he is about, and if he does not know, some 
other lawyer properly equipped to do the job should be 
substituted in his place.” 





4. There are appropriate situations for naming a member 
of the family or the attorney as co-fiduciary, but the lawyer 
should generally limit his relationship to that of attorney. 
and particularly with respect to investment management he 
is well advised to refer the client to the trust department of 
a reliable bank. 

5. Trust companies may properly advertise. and great 
good can be accomplished by their advertising the impor- 
tance of wills and their preparation by the client’s own 
attorney. 

6. The lawyer “must play the game fairly, recognizing 
the proper function of the corporate fiduciary, avoiding 


4--—-—-——-—-—_——-—_—-——->———— # 


all prejudices and realizing that the trust company and the | 


lawyer are not competitors but co-workers whose mutual 
advantage lies in the encouragement of friendly relations.” 
thus serving the best interests of their mutual beneficiaries. 


7. It is incumbent on bar associations and law schools 
to see to it that “more lawyers are well 
qualified to act in the probate and es- 
tate field” the other hand, 
trustmen must be in a position to show 
their “presidents and executive commit- 
\ tees that trust business can be conducted 
\ at a favorable profit.” 
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President C. Francis Cocke, First National Exchange Bank of Roanoke, Va., explaining 

to 175 shareholders how the largest gross income in 70 years, showing a 12.4% gain over 

1950, was cut down by increased costs and taxes to net earnings that represented a 

decline from last year. Organized with $50,000 capital and seven shareholders, the bank 

now has capital of $2 million and 828 shareholders of whom 369 are men, 335 are women, 

and the remaining 124 consist of 11 corporations, 53 joint ownerships, and 60 trustees, 
executors, guardians, etc. 
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For the first time since August, 1939, 
the Canadian dollar came to parity with 
the United States dollar in the fourth 
week of January. Only a poor relative 
less than eighteen months ago, selling at 
around 10% discount, the American 
dollar’s “little brother” has been stead- 
ily gaining ground in world markets, 
based upon the increasing conviction 
that Canada represents a sound haven 
for frightened capital, either for refuge 
or profitable investment. 
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Mid-W inter Trust Conference 


gt pepe OF TRUST OPERATIONS 
and a concordance among the Bar, 
commercial bankers and trustmen, as 
well as other members of the estate plan- 
ning team, were the predominant themes 
of the 33rd Mid-Winter Trust Confer- 
ence of the Trust Division, American 
Bankers Association, held at The Wald- 
orf-Astoria in New York on February 
4-6. More than 1,800 delegates attended 
from 41 states, the District of Columbia. 
Hawaii, Bermuda and Canada. 


In contrast to prior years, when trust- 
men were advised on what they should 
tell their presidents, both sides of the 
story were explored at this conference, 
with emphasis on the conditions for rea- 
sonable profit. On the other score, the 
veil of mystery seems at last to have been 
torn aside, bringing about a better un- 
derstanding among attorneys, bankers 
and the trust fraternity. 


An inventory and appraisal of trust 
business today were taken by Joseph W. 
White, vice president of Mercantile 
Trust Co., St. Louis, and president of 
the Trust Division. Mr. White’s remarks. 
dealing particularly with reciprocity of 
trust powers, investment of pension 
funds and economies in operations, are 


set forth more fully at page 78. 


The Russians are counting upon the 
Marxian theory of the decadence of the 
Dr. Theodore G. 
Gronert, chairman of the history depart- 
ment of Wabash College. Crawfordsville. 


capitalistic system, 





Ind., told the conferees, asserting that 
inner decay has historically been the 
cause of national breakdown. Waste, in- 
efficiency, and corruption on the home 
front and the pursuit of special privilege 
at the expense of other groups can aid 
the Russian cause, but, stated Dr. Gro- 
nert, the prophets of despair have ig- 
nored American 
strength and have overrated Russian 
power, which is in contrast to the weak- 
ness of her neighbors and satellite states. 
American production, communications, 
and transportation facilities are superion 
to those of Russia and she would feel 
this disparity in the event of outright 
war. 


certain evidences of 


What Trust Departments Should Tell 


At the afternoon session of the fourth. 
presided over by Division vice president 
Robert A. Wilson, who is senior vice 
president of The Pennsylvania Company 
for Banking & Trusts in Philadelphia. a 
quartet of speakers outlined what the 


trust department should tell various 
groups. Thomas H. Beacom, vice presi- 
dent of The First National Bank of 


Chicago, addressed himself to custom- 
ers: Walter Kennedy, president of the 
First National Bank of Montgomery, 
\la.. to the president: R. M. Alton. vice 
president of United States National Bank 
of Portland, Ore., to 
Swayne P. Goodenough. vice president 
of Lincoln Rochester (N. Y.) Trust Co., 


directors: and 


-Photo by Mary Leach of Banking 


Audience at Mid-Winter Trust Conference applauds a speaker. 


to stockholders. These comments are 
published, beginning at page 106. 


The Federal tax responsibilities of an 
executor were reviewed by Marvin K. 
Collie of the Houston law firm of Vin- 
son, Elkins & Weems, and Texas legal 
editor of Trusts anp Estates. Mr. Col- 
lie was asked to repeat the paper which 
he delivered last Fall before the Ameri- 
can Bar Association’s Section of Real 
Property, Probate and Trust Law. Inas- 
much as that was published in_ the 
October issue of T&F. it is not reprinted 
here. 


The final address on Monday was a 
plea by Harry M. Bardt, vice president 
and senior trust officer of the Bank of 
N.T.&S.A. at San 


for more realistic trust fees so that trust 


America Francisco. 
business could be placed on a paying 
basis. This talk by Mr. Bardt. a former 
Trust Division president. is summarized 
at page 94. 


Investments In Emergeney 


Dr. Marcus Nadler. professor of fi- 
nance at New York University, outlined 
his view of the economic road ahead 
and its implications for trust investment 
policy. Upon the premise that present 
defense spending does not contemplate 
outright hostilities, Dr. Nadler 
mated that. after the peak of about 20° 


of gross national output has passed. 


esti- 


armament costs and corporate capital 
expenditures will decrease, ushering in a 
period of increased competition and low- 
ered business tempo. The prospect is for 
decreased corporate earnings before and 
after taxes which. in his judgment. 
translate into lower equity prices. Thus. 
sometime during 1952 or 1953, the prud- 
ent trust investment officer will weigh 
carefully the income needs of his ac- 
counts in relation to his appraisal of the 
stock market and take appropriate ac- 
tion. Dr. Nadler’s address is printed at 
greater length at page 85. 

In answer to questions from the floor. 
Dr. Nadler found utility and bank stocks 
suitable investment media for trust funds 
as defensive commitments, also high 
grade industrial preferred and convert- 
ible preferred stocks, with the proviso 
that the yield differential between them 
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and bonds be in line and that, in the 
case Of convertible issues, the price of 
the convertible privilege not be over- 
valued. Upon the subject of government 
financing, Dr. Nadler felt that the forth- 
coming tax borrowing would be a clue 
to the Treasury’s needs for the second 
half of the year. United States Govern- 
ment bonds have a distinct place in trust 
portfolios. There is, in his judgment, 
nothing sacred about the 244% coupon 
and an issue bearing a 234% coupon is 
quite within the realm of possibility. 


Tied in with the economic situation 
were the remarks by C. Francis Cocke, 
president of the A.B.A. and of the First 
National Exchange Bank of Roanoke, 
Va., who observed that trustmen should 
look beyond their internal problems and 
seek to better the national fiscal atmos- 
phere. else all the labors to produce a 
livable income for beneficiaries as well 
as the trust department will go for 
naught. These thoughts are developed 
further at page 84. 


The fourth session on Tuesday after- 
noon, presided over by N. Baxter Mad- 
dox,. chairman of the Executive Com- 
mittee of the Trust Division, and vice 
president and trust officer of First Na- 
tional Bank, Atlanta. was also given over 
to investments. 


Ten years’ use of formula planning 
in buying and selling securities has 
demonstrated to the satisfaction of his 
institution the wisdom of the substitu- 
tion of the law of averages for individ- 
ual judgment in timing security trans- 
actions, reported Charles F. Zukoski. 
Jr.. vice president and trust officer of 
First National Bank. Birmingham, Ala. 
\fter explaining the basis of formula 
planning and the four principal ap- 
proaches, he detailed his institution’s 
preferred plan, or the “variable ratio” 
method, which has produced for their 
accounts better than average apprecia- 
tion and income. together with opera- 
ling simplification. Mr. Zukoski out- 
lined the importance of a soundly placed 
median line in the use of this method 
and gave three approaches thereto. The 
text of Mr. Zukoski’s address is reported 
at page 98. 


For the past 25 vears, the average 
growth rate of the chemical industry has 
heen 10° annually against a 3‘ rate 
for all industry and a projection on this 
basis to 1976 indicates total sales of 


$30 billion, or nearly six times the 
1950 total, prophesied Richard  B. 
Schneider of the Chemical Develop- 


ment Department of W. R. Grace & Co. 
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The industry has problems peculiar to 
itself, such as determination of the de- 
gree of integration for best results and 
keeping abreast of the best and cheap- 
est production methods because of the 
rapid obsolescence of plant and equip- 
ment due to technological advances. 


Continuing intensive research and 
alert management willing to take cal- 
culated risks assure, in the opinion of 
Mr. Schneider, good earnings and long 
range growth in this field. Investment 
appraisal must include careful study of 
the competitive position of each com- 
pany and at all times bear in mind the 
possibilities of rapid growth of other 
units perhaps not now engaged in that 
field but in which, through successful 
development of other new products, they 
may become a factor. 


These papers were followed by a pe- 
riod of questions submitted in advance 
to a panel led by Paul I. Wren, vice 
president of Old Colony Trust Co., Bos- 
ton. The answers are summarized at 
page 115. 


Another question period, divided 
among various aspects of trust business, 
took the first hour of the closing session 
on Wednesday morning. These discus- 
sions, with Richard P. Chapman, execu- 
tive vice president of the Merchants Na- 
tional Bank of Boston. as leader. are re- 
ported at page 116. 


Relations with Other Groups 


One of the most pointed and pertinent 
addresses ever made by an American Bar 
Association President before the Trust 
Division was delivered by Howard L. 
Barkdull at the Tuesday morning ses- 
sion. The incumbent head of the Bar 
Association, himself active in fiduciary 
practice, outlined a program for better 
training of estate planning lawyers and 
a practical basis of collaboration be- 
tween attorneys and trustmen, that de- 
serves the attention of all who have the 
interests of beneficiaries uppermost in 
mind. Please see page 81. 


Also on the subject of relations with 
other groups, Mayo A. Shattuck, of the 
Boston law firm Haussermann, Davison, 
Shattuck & Field, presented in his cus- 
tomary engaging style an analysis of the 
functions of the members of the estate 
planning team — lawyer, trustman, un- 
derwriter, accountant, etc. — and a blue- 
print for defining the scope of their re- 
spective activities with particular refer- 
ence to the problem of unauthorized 
practice of the law. 


This challenging paper. excerpted at 
page 88, brought the Conference pro- 


“One of your employees is stealing! Every 
month there is less in my account than 
my stubs show!” 

Copyright 1952 Cartoons-of-the-Month 





gram to a close, except for the luncheon 
tendered for the delegates by the New 
York Clearing House, at which Leonard 
W. Brockington, noted King’s Counsel 
from Toronto, prefaced his prepared 
remarks with a stirring eulogy of the 
late King George VI, and then delivered 
an inspirational address on the common 
purposes, ideals and aspirations of the 
ABC’s — America, Britain and Canada. 


& & & 


Brott Named General Counsel 
of A.B.A. 


Appointment of 
J. Olney Brott as 
general counsel of 
the American 
Bankers 
tion was announced 
early this month 
by Harold Stonier, 
executive manager 
of the A.B.A. Mr. 
Brott, whose headquarters will be in 
Washington, has been assistant general 
counsel and assistant to D. J. Needham, 
retired. for the past eleven 


Associa- 





J. O. Brotr 


recently 
years. 


Mr. Brott is a graduate of Yale Col- 
lege and Yale Law School. He practiced 
law in Hartford for several years. Prior 
to joining the A.B.A., he was assistant 
trust officer of The Hartford-Connecticut 
Trust Co. 


Mr. Needham. who had been general 
counsel for nineteen years. will open an 
office at 723 15th Street. N.W., where 
he will publish an informative letter 
for banks and other financial institu- 
tions, called “Needham’s Viewpoint on 
Banking.” This semi-monthly person- 
alized letter will report on and give his 
interpretations of legislative proposals 
and administrative activities. 








Inventory and Appraisal 


RECIPROCITY, PENSION INVESTMENTS, ECONOMIES 


JOSEPH W. WHITE 


President of the Trust Division, American Bankers Association, and 
Vice President, Mercantile Trust Company, St. Louis, Missouri 


I: A GOOD THING to take time out of 
the daily office routine once in a 
while and get a fresh perspective. 

The Trust Division has long been 
running so smoothly that we are in- 
clined to take it for granted, not realiz- 
ing the thinking, planning, and work- 
ing that goes into bringing about the 
fine results we witness. The Executive 
Committee of 20 members meets three 
times a year: in New York prior to 
the Mid-Winter Trust Conference, at 
the spring meeting of the Executive 
Council, and at the fall annual meeting 
of the A.B.A. when the officers are 
elected. In addition, 14 active commit- 
tees are continually making studies. The 
National Conference Group, made up 
of representatives of the American Bar 
Association and the Trust Division. 
meets periodically to discuss mutual 
problems between members of the bar 
and trustmen. Did you ever stop to 
think how we would obtain trained 
trustmen if we did not have the A.I.B. 
and The Graduate School? 

The three trust conferences held each 
year do so much to improve our knowl- 
edge of the business. And we must not 
overlook the fine service we receive 
from the Division’s office here in New 
York. Any trust institution is free to 
write for information on trust subjects. 
The staff is making a wonderful con- 
tribution to our business. 


Reciprocal Legislation 


At the Mid-Continent Trust Confer- 
ence in Chicago last November, I spoke 
about certain legislative barriers which 
prohibit out-of-state trust institutions 
from acting as executor, administrator. 
guardian, and trustee.* The question of 
state barriers has been posed in many 
ways and places in the past. Twelve 
years ago, in 1940, the Trust Division 


From address at Mid-Winter Trust Conference, 
American Bankers Association, Feb. 4, 1952. 
*Dec. ’51, T&E, p. 840. 
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issued the following statement by the 
Committee on Trust Policies: 

The right of any person to select as his 
executor or trustee any person or trust 
institution situated, should be 
regarded as inherent and should be pro- 


wherever 


tected and preserved. 

Gilbert Stephenson made a careful 
study of the subject in 1944, entitled 
“Rights ef Out-of-State Trust Institu- 
tions.” The Committee on Fiduciary 
Legislation of the Trust Division pre- 
pared a uniform reciprocal statute. Re- 
cently, some progress has been made 
in the Midwest in solving this problem. 
The Corporate Fiduciaries Association 
of Southern Illinois appointed a com- 
mittee to work with a similar committee 
of the St. Louis Corporate Fiduciaries 
Association on a code of ethics to gov- 
ern solicitation of business and formu- 
late a plan for reciprocal legislation. 
The Trust Division of the Kansas Bank- 
ers Association on November 14, 1951. 
by resolution recommended passage of 
reciprocal legislation in the midwestern 
states. 


About eighteen months ago, a joint 
tri-state committee on legislation affect- 
ing the trust business in New York. 
New Jersey, and Pennsylvania was set 
up, which believes that it prevented re- 
taliatory legislation in 1951. Let us con- 
tinue the work to break down state 
barriers and make every state recipro- 
cal. Our customers are demanding it: 
it is their right. Our institutions can’t 
prosper if we are continually fighting 
with one another. 


Investments for Pension Trusts 


Pensioners come into the enjoyment 
of the benefits of the trusts only when 
their active business days are over. 
often when in impaired health and with 
little or no accumulated wealth. They 
have looked forward to the security 
which their pensions promised. It would 
be most unfortunate if on retirement 
they should find their expected pensions 


substantially reduced because of im- 
provident investments. 
There is. as I see it. a distinction 


between an individual trust, where the 
grantor directs the trustee to invest the 
assets of the trust as his judgment dic- 
tates and to pay whatever income may 


be received to the beneficiary, and a 
pension trust. where the corporation 
gives to the trustee the same powers 
of investment but provides that the 
fund shall be so managed that each 


employee will upon retirement receive 


$100 or $150 or some other fixed 
amount per month for life. In other 
words. should we not be more con- 


servative in formulating an investment 
policy in trusts where fixed dollars are 
to be paid in future to the beneficiaries 
for life? 

A very interesting survey of the in- 
vestment policies followed by trustees 
was conducted a few years ago by one 


of the nation’s large corporations. 
Replies were received from 114 of 
the larger companies. known to have 


trusteed plans, representing all types of 
commerce and industry. The funds ag- 
gregated approximately $21,-billion 
and probably constituted a major por- 
tion of the trusteed pension funds in 
existence at that time. 

The trusts were separated into three 
groups. according to the major types 
of securities held. 

In Group I, were 53 companies which 
invested their reserves exclusively in 
bonds, both government and corporate. 
A few of these bought only U. S. gov- 
ernment bonds. 

In Group II, 21 companies invested 
in bonds and preferred stocks, but not 
in common stocks. The unweighted aver- 
age investment in preferreds was 10.4 
per cent, individual funds ranging from 
1 to 42 per cent. 


The remaining 40 or 35 per cent of 
the companies in Group III represent | 


those whose funds are invested in all <= 
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three: bonds, preferred and common 
stock. The unweighted average invest- 
ment in preferred stocks is 12.4 per 
cent, with investments of individual 
funds ranging from 1 to 45 per cent. 
The unweighted average investment in 
common stocks is 15.5 per cent, with 
investments of individual funds: rang- 
ing from 1 to 66 per cent. The com- 
bined unweighted average investment 
in both preferred and common stocks 
is 27.9 per cent. with investments of 
individual funds in both types of se- 
curities ranging from 1 to 66 per cent. 

There has since been a big increase 
in the number of pension trusts. With 
the trend toward more liberal invest- 
ment policies, it is possible that the 
proportions shown by the survey are 
not necessarily typical of the policies 
in force today. 

To obtain further advice on the pen- 
sion investment policies I sent a short 
questionnaire to three men with wide 
experience in this field and in whose 
judgment I have the highest confidence: 
Mayo Shattuck, Louis S. Headley, and 
Carlysle Bethel of Winston-Salem who 
served for years as chairman of our 


Employees’ Trusts Committee. The 
questions and answers follow: 
1. Do you favor using common 


stocks when trustee is given broad in- 
vestment powers ? 

Shattuck: 1 do favor. 

Headley: We favor to a limited de- 
gree. 

Bethel: Yes. 

2. To what extent? 

Shattuck: To a limited extent only: 
and if I were pressed, I should say not 
more than a third, more likely less. 


Headley: . . . should be governed to 
a large extent by the same considera- 
tions which govern us in personal trusts. 
If the fund is small, the percentage in 
equities would be less. At present, for 
sizable trusts we are investing about 
40 per cent in common stocks, 10 per 


cent in preferreds, and 50 per cent in 
high grade bonds. 


Bethel: To a moderate extent, depend- 
ing on the size of the trust. Under pres- 
ent conditions, from 10 to 30 per cent 
appears to be the ratio followed by 
some trustees. 


3. Would you favor common stocks 
if the trust instrument gave broad in- 
vestment powers but the agreement pro- 
vided for the pensioner to receive fixed 
monthly payments on retirement, say 
$100 per month, or a fixed amount 
based on a formula? 
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Shattuck: Speaking broadly, the more 
fixed the amounts and the maturities, 
the less commons. (Qualifies by stating 
that while we are not likely to encounter 
mass maturities in pension trusts and 
consequently are justified in putting a 
portion in common stocks, such invest- 


ments should be thoughtfully guarded.) 
Headley: We would favor the use of 


common stocks in the manner indicated, 
even though the pensioner is to receive 
fixed monthly payments on retirement 
or a fixed amount based on a formula. 
At least in the earlier years, the cash 
receipts, whether from contributions or 
income from invested funds, ordinarily 
are ample to care for pension payments; 
and the bond portfolio should always 
provide sufficient liquidity to care for 
current disbursements. 


Bethel: Yes, most pension trusts with 
which I am familiar do have such pro- 
visions, (Further observed that any 
gain or loss from investments in pen- 
sion trusts is for account of the em- 
ployer. Therefore, trustee may be said 
to be dealing with only one principal, 
the management of which is educated 
in the reasonable business risks and 
fluctuations attendant on a moderate 
percentage of common stocks.) 


4. Would you favor common stocks 
for a pension trust where payments to 
pensioners are to be fixed amounts and 
employees contribute to the plan? 

Shattuck: Speaking broadly, the more 
employees contribute, the less equities. 


Headley: No distinction is made be- 
tween contributory and non-contribu- 
tory funds. Most of the funds which 
we manage are non-contributory, but 
our own is contributory, and we have 
no hesitancy in using carefully selected 
stocks to the extent indicated. 


Bethel: Yes. There is a school of 
thought which holds that employee’s 
contributions should be earmarked and 
invested only in government bonds. The 
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Present (1. to r.): Assistant Secretary 

Genieve N. Gildersleeve, former President 

Robert M. Alton, Vice President Robert A. 
Wilson, President Joseph W. White. 


decline in government bonds since early 
1951 does not give much support to 
this. I think it is academic because the 
far greater percentage of fixed-income 
obligations will assure that employees’ 
contributions can be returned without 
any impairment. 


Reducing Costs 


In recent. years, many of us have 
raised fees. However, with costs mount- 
ing in all divisions, many institutions 
are still operating at very small profits, 
or running deficits. We all realize there 
is a certain level beyond which we can- 
not go in increasing fees. This leaves 
but one other method of producing 
profitable operations; to reduce our 
operating costs by effecting economies 
and eliminating all unnecessary work. 


If each trust institution would make 
a survey within its organization to re- 
duce costs, much could be accomplished. 
Most of us perform a_ tremendous 
amount of detail in connection with the 
administration of trusts because of cus- 
tom or practice that has been followed 
for years. 


I am not suggesting curtailment of 
service, that is the last thing we can 
afford to do, for service is the only 
commodity we have to sell. But there are 
a number of ways in which needless 
detail can be avoided. One is in the 
operation of investment divisions. Con- 
sider the time and money that can be 
saved by the use of the common trust 
fund. Again, expensive duplication of 
records in the handling of investments 
can be eliminated. 


Valuable time can be saved by re- 
ducing the number of officers attend- 
ing conferences with customers. There 
is every indication that the present per- 
sonnel shortage will become progressive- 
ly worse. Economies can be effected by 
installing mechanical equipment. 


So important does the Executive Com- 
mittee consider this matter that we are 
having the Committee on Costs and 
Charges, the Committee on Investments, 
and the Committee on Operations for 
Trust Departments give special consid- 
eration. Results of one past study, con- 
ducted by the Committees on Trust Pol- 
icies and Operations, were published in 
the December 1944 “Trust Bulletin.” 


Public Relations 


Nothing is more important to the 
continued acceptance and growth of 
our business than the building and 
maintenance of good public relations, 
starting with our trust customers who 
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outside civic work. This should not be. 
All of us have an obligation to do our 
part to further the welfare of the com- 
munities in whicl! we live. Participation 
in civic and charitMZble activities builds 
goodwill and mag@™ valuable contacts. 


We should ma 
with those in r 
the attorneys, th 
estate and insura 


in cordial relations 

businesses, with 
ccountants, the real 
representatives. We 
art in life insurance 


and women to ex- 
plain the servicegive have to offer and 
our methods of f¥loing business have 
been most benefitial in building good- 
will. We have held two forums in the 
past two years and are considering a 
third next spring. 


The efforts to maintain good public 
relations must be continuous; one lapse 
may undo the painstaking work of 
years. Our advertising should be digni- 
fied, fair, and unbiased. 


Spirit of Trusteeship Needed 


I would carry trustmen back to 
April 10, 1933, the day the Execu- 
tive Committee of the Trust Division of 


the American Bankers Association ap- 
proved the Statement of Principles for 
the guidance of trust institutions. In the 
foreword of that Statement—the Magna 
Charta of our business—appears the fol- 
lowing: 
In the conduct of their business, trust 
institutions are governed by the cardinal 


principle that is common to all fiduciary 
relationship; namely, fidelity. 


Fidelity is the very essence of trus- 
teeship. Yet the word “fidelity” seems 
literally to have disappeared from the 
language of many of our people. 

Daily, we find the newspapers filled 
with sordid accounts of perjury, thiev- 
ing, broken faith by those occupying 
positions of trust. Few persons seem to 
realize that many of our relations with 
each other carry a trust implication. 
For example: every college student who 
wears the colors of his school on the 
football field or the basketball court is 
a trustee carrying on his shoulders the 
proud name of his college. His is an 
obligation to maintain high standards 
of sportsmanship—not to sell the honor 
of his college. 

Those craven men in government and 
in other walks of life. in positions of 


the highest trust, who have violated the 
principle of trusteeship by using their 
office for self-gain deserve condemna. 
tion and punishment without mercy, 


Are we good trustees if we stand 
silently by, witness wrongdoing which 
seems to grow more terrible each day. 
and raise no hand to stop it? Don’t we 
owe an obligation to society—to Ameri- 
cans of the future? 


In the name of Trusteeship I ask you 
to become militant in leading our coun. 
try back to the high principles and 
moral standards that made it the great. 
est nation in the world. 


A. L. Mills, Jr. of the United States 
National Bank of Portland, Oregon, in 
an address before the Western Regional 
Trust Conference described vividly the 
power trustmen have to exert an influ. 
ence along moral lines in their com- 
munities: 


In devotedly administering their trusts, 
the trust officers of our banks through 
their own example, have an unparalleled 
opportunity for exerting a moral leader- 
ship that will reach far beyond their trust 
departments and their banks, out into a 
world craving for a better tomorrow. 

A AA 


A progressive and growing’ institution 


in the ever expanding Southwest; one 


in which unexcelled Trust Facilities 


ro bd -Wme Lolol-} oh ¢-Yo Mot: Me Mb a-Yo gt 64-50 4- Mn com 2-) 0 


rounded banking service. 


“Effective January 2, 1952, Capital and Surplus were 
increased 50% — from $10 million to $15 million. 
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per HOWARD L. BARKDULL 
mer President, American Bar Association, Cleveland, Ohio 
reat- 
tates . 
my OUR PRINCIPAL CONTACT with the 
eae - American Bar Association is our 
the | Section of Real Property, Probate and 
afly. | Trust Law. Doubtless many of you are 
‘om. | aiiiliated with that Section; I have been 

amember for many years. The proceed- 

ings of the Probate and Trust Law Di- 
rusts, | visions of the Section at our annual 
ough > meetings appeal in TRUSTS AND ESTATES 
leled : : 
ader. Magazine and are printed for the Sec- 
eoent tion by the magazine. in book form. \s 
to a a subscriber to TRusts AND Estates | 


have had the opportunity to follow your 
own sessions over a period of years and 





to derive much benefit from the papers 


on your programs, —Photo by Mary Leach of Banking 


and C. Francis Cocke (Bankers. seated) and Howard L. Barkdull (Bar). 


Those of us interested in trust 


A.B.A. Presidents: 


Tw o 


estate law have at all times been im- 


pressed with the friendly character of 





the contacts between the banks and the 
organized bar. In Cleveland there was 
an agreement as far back as 1934 be- 
tween the Cleveland Bar Association and 
the three Cleveland banks then maintain- 
ing personal trust departments. This in- 
strument defined the scope and fune- 
tion of banks in the preparation and 
administration of wills and trusts. In 
the November 1951 issue of the Journal 
of the Cleveland i 
stated : 

“The Bar and 
other for 17 
Agreement has operated to the fullest: ex- 
tent, to the benefit of both the 
and the institutions. 


he cause 


Bar Association it is 


Banks have co-operated 


with each years and the 
lawyers 
financial However. 
many members of the bar and 
some employees of the banks are not 
presently familiar with all the 
the Agreement, we are herewith publish- 
ing it in full. At the same time, the banks 


are distributing copies of the 


terms of 


Agreement 
to all their interested employees, so that 
knowledge of the Agreement will be wide- 
spread, and its provisions will continue to 
he observed to the letter and in spirit.” 


The operation of that 
agreement over a period of 17 years 
is a good illustration of the right kind 


successful 


From address at Mid-Winter Trust Conference, 
American Bankers Association, Feb. 5, 1952. 
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of relationships between the trust de- 
partments and the practicing lawyers. | 
have every reason to believe that the 
Cleveland situation is truly typical of 
many other cities in the United States. 

\s a result of the so-called Bercu and 
Conway cases, both dealing with the 
question of what constitutes the practice 
of law by accountants, it is to be hoped 
that from this point forward the rela- 
tionship between the legal profession 
and the accountants will be character- 
ized by the same degree of friendliness 
existing between the lawvers and trust- 
men. 

From this point forward | will be 
speaking not as an officer of a Bar 
\ssociation but more in the capacity 
of a practicing lawyer. 


Specialization——and Law 


School Programs 

One of the problems of the legal pro- 
fession is specialization. Just as many 
trustmen may not be thoroughly versed 
in the details and practices of foreign 
hanking and some of the other depart- 
ments of their own institutions, so the 
average lawyer is not thoroughly ex- 
perienced and up to date in all phases 


of legal practice. It is not every member 
of the bar who is well acquainted with 
the details of Federal estate taxation. 
the marital deduction. the gift tax. the 
preparation of wills and trust agree- 
ments and, more recently. the develop- 
ment of estate planning. In the larger 
law firms a considerable amount of spe- 
cialization is inevitable. For the lawyer 
who is practicing alone or in partner- 
ship with someone else. the task is near- 
ly insurmountable, of keeping in touch 
with all developments of modern law. 


Some lawyers lack not only the ex- 
perience in the trust and estate work but 
they do not have any clear idea as to 
the functions performed by trust depart- 
ments and the services they are equipped 
to perform. This problem may be solved 
to some extent by the courses on estate 
planning now being given by the law 
schools, The young men are discovering 
that this is really one of the most at- 
tractive phases of the law. well deserving 
of all the time and attention given to it 
as an advanced course during the last 
vear of their law studies. 


The seminar program of Estate Plan- 
ning courses at the University of Wash- 
ington Law School was described in the 


8l 








May issue of TRUSTS AND ESTATES. 
Further mention of the subject was 
made by Mayo Shattuck in the October 
number, following similar statements by 
Lewis Simes of the University of Michi- 
gan Law School in the September issue, 
Professor Black of the University of 
Florida in the August number and an 
article by Joseph Trachtman in July 
describing New York University’s grad- 
uate seminar in estate planning and ad- 
ministration. Nine other law schools are 
mentioned at the end of this article, with 
details of what they are doing along 
the same line.* 


Most estate analysts have leaned over 
backward in urging that an attorney be 
brought in at the very outset and re- 
quested to pass on all legal questions. 
Clearly it is worth the fees paid by the 
client, if the lawyer really knows what 
he is about, and if he does not know, 
some other lawyer properly equipped 
to do the job should be substituted in 
his place. 

Most people of reasonable financial 
ability do not have adequate plans for 
~ *The January (1952) issue of The Record of the 
Association of the Bar of the City of New York 


contains a valuable bibliography of material in this 
field. 





Analysis of 110 estates 
produced 203 items 
of trust business 


In the past 3 years, 110 estates totalling $53,914,437 
have been analyzed and planned for prospective customers 


by our Trust Department. 


Here are the results of our experience, which may be 


helpful to others: 


Two trust officers — and in the past year, a full-time 


estate analyst — prepared comprehensive written reports 
to these 110 prospects, setting forth the findings of the 
analysis of each estate. These disclosed the fact that 


succession taxes aggregating as much as $22,885,032 
could be levied against the 110 estates but that this tax 
take could be reduced to $8,678,405 by adopting certain 
specified procedures — a potential saving of $14,206,627. 


The reports developed 66 new living trusts and agency 
accounts having a total asset value of $6,505,636; 65 


new executorships 


involving properties 


aggregating 


$23,783,338; and 72 testamentary trusteeships which, 
at current values, would amount to $23,571,786 after 


taxes and costs. 


We have no outside solicitors. The above trust business 


was obtained entirely from prospects referred to us by 


attorneys, life underwriters, accountants and our cus- 


tomers, or brought in by our newspaper and direct mail 


advertising. 


Warren T. Hackett, Vice President and Trust Officer 


THE HUNTINGTON NATIONAL BANK 
of COLUMBUS, OHIO 
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their estates. There is every likelihood 
that during the next generation the field 
of estate planning will be an active one 
for the lawyer and the trustman, in 
conjunction with investment counsel, in. 
surance men, teachers, accountants and 
others having a proper part to perform. 
There is no doubt as to the important 
place of the lawyer in this picture. This 
is the reason for the attention being 
paid to the subject by the law schools, 
to the end that the percentage of prac- 
ticing lawyers equipped to give legal 
advice in this field will be greater in 
the future. 


Co-Fiduciary and Other Policies 


The policy of trust departments is 
most fair and reasonable, in referring 
law work not to a single firm or favored 
few but rather to a considerable number 
of lawyers. This is something which 
should be passed around among the 
members of the profession in the com- 
munity who are competent to do the 
work. No one is in a better position than 
the trust officer to appraise the ability 
and experience in estate and trust work, 
of any member of the local bar with 
whom he has had contact. 


There are times when the trust officer 
and the lawyer do not think alike as to 
the appointment of a co-executor or co- 
trustee to serve with a corporate fiduci- 
ary. In the final analysis, however, their 
thoughts are not likely to be very far 
apart. There are circumstances calling 
for some member of the family being 
named with the bank and there are 
even cases in which the needs of the 
client are best served by the appoint- 
ment of the attorney as co-fiduciary. 
The fact is, however, that the average 
lawyer, especially the man who has 
had any considerable amount of experi- 
ence in the field, prefers that his rela- 
tionship be confined to that of attorney 
rather than confusing it with fiduciary 
responsibilities. 

The same is true as to investment 
management. Very frequently clients 
ask the lawyer to become active in this 
field, but if the member of the bar is 
well advised he will refer the request 
to the trust department of a reliable 
bank for investment management and 
advice. The interests of the trustman 
and the lawyer coincide in this as in 
most other respects. If a logical policy 
is pursued by the average person pos- 
sessed of a fair amount of property, 
there will be more sizable estates and 
trusts calling for administration. The 
average man or woman is very much in 
need of guidance, and both the trust 
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department and the member of the bar 
have a proper place in serving him to 
hest advantage. 


Will Consciousness 


The preparation of wills is itself a 
specialty and here is one of the fields 
wherein co-operation of the trust com- 
pany and the attorney can be of great- 
est benefit to and to the 
public. The bar cannot advertise, where- 
as the trust companies may properly 
do so, and a large amount of good is 
being accomplished by advertisements 
of the banks pointing out the importance 
of wills, urging people to make them 
and to go to their attorneys for this 


themselves 


> purpose. It brings work to the lawyer 


both in the preparation of wills and in 
reviewing them periodically, keeping 
them abreast of changes in the law. 

Sometimes we think that the day is 
past, of the testator writing his own 
will, but still find too many in- 
stances. | now have one of that kind, 
and the only reason a will construction 
suit was not required was that the bene- 
ficiaries got together in an agreement. 
The person writing his own will has 
no idea of the confusion he is introduc- 
ing into his estate, of the disposition of 
his property he is bringing about, often 
very different from what he really in- 
tends, and of the difficulties resulting 
from the absence of discretionary 
powers in the hands of an experienced 
fiduciary. 


we 


It is surprising that such a large per- 
centage of the total number of estates 
is intestate. | am told that it is consid- 
erably more than half. This is a clear 
indication of the value and wisdom of 
the trust companies’ urging people to 
make wills. The lawyer must do his 
full part, first of all by being well quali- 
fied to do a good job when the client 
asks him to prepare a will. He must play 
the game fairly, recognizing the proper 
function of the corporate fiduciary, 
avoiding all prejudices and realizing 
that the trust company and the lawyer 
are not competitors but rather co-work- 
ers whose mutual advantage lies in the 
encouragement of friendly relations. 
They speak the same language and are 
entitled to mutual respect. Only by a 
complete understanding of the position 
of the other can the lawyer and the 
trust officer best serve the client. 

Forty years ago last July I entered 
the practice of the law. If the develop- 
ments of the next four decades are as 
fruitful of good results in the field of 
wills, estates and trusts as the past forty 
years have been, the banking fraternity, 
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the legal profession and the general 
public of the United States will all have 
received a very marked degree of bene- 
fit. 

On our side, it will be necessary to 
see to it that more lawyers are well 
qualified to act in the probate and estate 
field. This is where the bar associations 
and the law schools can be of help. For 
trustmen, the question is one of being 
in a position to show their presidents 
and executive committees that trust busi- 
ness can be conducted at a favorable 
profit. For both of us, the fact must be 
borne in mind that only by keeping be- 
fore us at all times the interests and 


welfare of the client can we meet our 
responsibility to the public. Adherence 
to these standards will afford the best 
assurance that the free enterprise sys- 
tem will continue to flourish in our re- 
spective professions and that the threat 
of socialization will be overcome. 


A A A 
Stephenson on Law Faculty 


Gilbert T. Stephenson, former di- 
rector of the Trust Research Depart- 
ment, Graduate School of Banking, has 
been named a lecturer at the Wake 
Forest (N.C.) Law School. His course 


will emphasize estate planning. 
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The real estate interests of Corporations, estates 
and individuals can often be best served through a Land Trust. 
Then title to the property in Chicago Title and Trust Company 
shields the identity of the owner, facilitates the transfer of 
fractional equities, and serves many other purposes. We 
originated and developed the Illinois form of Land Trust, and 
have had the broadest experience in its use. 


Our unusual background and experience in all mat- 
ters pertaining to Illinois real estate qualify us particularly to 
meet and solve unusual problems which so often arise. Our spe- 
cial facilities and resources are assurance of full cooperation. 


CHICAGO TITLE ano TRUST COMPANY 


111 West Washington Street, Chicago 2, Illinois 








THE BROADER TRUST VIEW 


C. FRANCIS COCKE 


President, American Bankers Association and 


President, First National Exchange Bank of Roanoke, Virginia 


TS THE TRUSTMAN, one question 
stands out, above all others: will 
the defense program result in further 
serious impairment of the purchasing 
power of the dollar, and thus dilute the 
real worth of estates entrusted to our 
care, as well as the income therefrom? 
Banking as an industry must continue 
to share with other groups in our econ- 
omy the responsibility for doing all 
within our own capacity to prevent the 
defense program from producing the 
monetary dislocations that we, as trust 
administrators, and that all Americans 
do not want to witness. 


The banks have been complimented 
both in and out of government for the 
cooperation they have exhibited during 
the past year in the Voluntary Credit 
Restraint Program. We must not relax 
our vigilance in this important field of 
credit. The full impact of the defense 
program has not as yet been felt. Our 
banks must be prepared to finance all 
of the essential requirements of our na- 
tional effort, but they mug continue to 
exercise financial statesma@hip in turn- 
ing away requests for spM@fulative uses 
of credit and for othefjon-essential 
purposes. 














e lull that 
storm dur- 
our efforts 
neasure, to 
not spoil it 


Let us not be misled ; 
has occurred in the inflg 
ing the past few month, 
have helped, even in st 
achieve that result, we 
by letting down our gua 


Unless the Congres: significantly 
alters the contemplated spending plans 
or raises taxes, the Treasury will be 
faced with sizable deficits, amounting 
to $8-billion in the fiscal year ending 
this June, and double that 
amount in the next fiscal year that 
starts July 1. It should pay us trustmen 
to pause a minute and to speculate over 
where the purchasing power of the dol- 
lar might reach if, for example, we were 
to have four or five years of federal 
deficits of $15-billion a year, on top of 
our present debt exceeding $250-billion. 
We might venture our own guesses re- 


close to 


Excerpts from address before Mid-Winter Trust 
Conference, American Bankers Association, Feb. 5, 
1952. 





Of 


garding what the principal and income 
of our individual trust accounts would 
be worth in terms of current purchasing 
power. 


That is why I feel that it is our re- 
sponsibility to stay alert. The rising 
tempo of defense expenditures and the 
prospect of renewed deficit financing on 
a large scale will have serious implica- 
tions for banking. Therefore, every 
effort must be made to reduce non-es- 
sential expenditures of government so 
that the budget can be balanced. 


We must guard against any trend to- 
ward using the banking sytem to finance 
new government deficits. Finding the 
money to finance a government deficit 
in times like these is an exceedingly 
delicate problem. when it is considered 
that the deficit is certain to have long- 
run effects upon the structure of our 
monetary values. 

This emphasizes the need for close 
cooperation between the Treasury and 
the Federal Reserve. The accord reached 
last March with regard to the govern- 
ment bond market should serve as an 
example of coordination of debt man- 
agement and credit policy, having in 
mind that the basic goals are protection 
of the government’s credit and _ safe- 
guarding the value of our money from 
inflation, as well as deflation. 


I have presented these thoughts as a 
backdrop for my remarks on the sub- 
ject of cooperation between banking 
and trust departments because | believe 
it is essential for us to look beyond the 
operational and policy problems in our 
own shops. Each one of us should try 
to understand the significance of these 
basic questions that evolve from the fi- 
nancing of the defense program. This is 
especially important for trustmen, who 
may spend countless hours of conscien- 
tious effort to serve their customers in 
the best possible manner, and whose 
efforts might easily be destroyed by the 
cumulative effects of long term inflation 
under unsound federal policies. 

|Here, Mr. Cocke reiterated and em- 
phasized his remarks before the West- 
ern Regional Trust Conference last Oc- 
tober, on cooperation between the com- 


mercial and trust departments. See Nov. 


T.8E., p. 748.] 


Most trust departments can be made 
to produce a reasonable profit. So long 
as the trust department is considered 
a stepchild of the banking department. 
there is not much in store for it except 
unprofitableness. Through the process 
of education, banking officers are com- 
ing to realize the importance of the trust 
operation as a department of the bank. 
and hesitate to use it as a “dumping 
ground” for unprofitable business. In 
fact, banking departments are becoming 
a source of really good business for 
trust departments. just as trust officers 
are cooperating with the commercial 
department officers to build up_ busi- 
ness for the banking department. 

Through your own efforts in’ your 
own institutions, you can pursue policies 
which will bring about the necessary 
cooperation between the officers respon- 
sible for trust functions and the officers 
responsible for commercial banking 
functions. Through your own efforts. 
you can initiate and carry through suc- 
cessful programs of public relations and 
Through 
own efforts, you can follow a trust in- 


business development. your 


vestment policy which recognizes the 
dynamic nature of the economy of our 
country; and through your own efforts. 
you must make trust 
earn a reasonable income for your bank. 


your activities 
However, everything we do as indi- 
viduals to improve the caliber of our 
own trust departments may come to 
naught unless basic stability of values 
is restored and maintained. The fiscal 
policies of our government in the past 
two decades have radically altered the 
level of investment and trust values. If 
this trend is permitted to continue for 
another generation. it may well be that 
private investment and private trust 
work as we now know it may become 
things of the past. This presents a clear 
challenge to do everything within your 
power to see that the financial stability 
of our country is maintained. Unless 
there is economic stability on a national 
level, the fundamental basis for all of 
our trust activities will be destroyed. 
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T 5! mpact of Emergency Onl 
Trust Investments 


DR. MARCUS NADLER 


Professor of Finance, New York University, New York City 


EVELOPMENTS DURING 1951 have 
D caused many trust officers to in- 
quire whether to continue increasing the 
percentage of equities or to again lay 
greater stress on investment in fixed- 
income securities. Above all, develop- 
ments during 1951 raised the question 
whether the emergency would lead to a 
renewal of the forces of inflation and 
make advisable holding and acquiring 
additional equities, or whether with the 
termination of the present emergency 
we would witness a material decline in 
business activity and in prices of 
equities. 


In appraising the importance of the 
emergency, one must work on the as- 
sumption that it will not lead to another 
world conflagration. On any other as- 
sumption, all forecasts, predictions, and 
prognostications would become worth- 
The 
World War II are relatively small com- 
pared with what could happen in another 
World War when we would have to fight 
a formidable enemy. In order to ap- 
praise the meaning of the emergency. 
one has to work on the following as- 
sumptions: 


less. economic consequences of 


1. The containment of Russian imper- 
ialism can be achieved only through 
strength military as well as economic — 
of the United States and of the other free 
nations. 

2. A decline in armament expenditures 
to the pre-Korean War level is out of the 
question. Military expenditures, although 
they may decline somewhat after 1952 or 
possibly after 1953 will remain high; and 
for a considerable period we will have 
to maintain a large army and render eco- 
nomic and military assistance to our al- 
lies. 

3. Because of highly uncertain economic 
and social conditions prevailing in many 
parts of the Middle and Far East, new 
disturbances may arise. These disturb- 
ances, however, will not lead to a general 
world conflagration. 

4. Once the world is strong 
enough militarily to deter Russian aggres- 


uenesesienite 


western 


From address at Mid-Winter Trust Conference, 
American Bankers Association, Feb. 5, 1952. 
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sion, the international political tension 
will ease and the danger of a major war 
may disappear. An economic improvement 
and an increase in the standard of living 
of Western Europe will remove the danger 
of a further spread of international com- 
munism, 


Effects of Policy 


The effects of the above policy of 
strengthening the economies of the free 
world to avoid a third World War may 
be summarized briefly as follows: 


1. The productive capacity of the 
country has been substantially increased 
and is still mounting. Corporate capital 
expenditures have been exceedingly large 
and will continue high at least during 
the first half of 1952. The increased pro- 
ductive capacity of the country will en- 
able the United States as well as the 
free world to maintain a strong defense 
program for an indefinite period and 
contribute to an ever increasing standard 
of living, although for the present year 
(1952), the standard of living may have 
to decline somewhat. 


2. The constant increase in capital 
expenditures by corporations, accompan- 
ied by rising wage rates and full em- 
ployment, has led to a considerable rise 
in the break-even point of many cor- 
porations. 


3. To avoid large federal deficits, 
taxes on corporations and individuals 
have been increased considerably. There 
is no reason to believe that taxes will 
soon be reduced to or below the pre- 
Korean War level. 


1. The increased cost of doing bus- 
iness and rising taxation, coupled with 
growing volume, have made_ business 
more dependent on the commercial 
banks. This increased dependence will 
in all probability continue for quite some 
time and it already has brought about a 
material increase in short term rates of 
interest. 


5. The increased cost of doing bus- 
iness and the high tax rates, as well as 


ad 


the increased dependence of business on 
the banks, have increased the trend to- 
ward business and bank mergers. 


If the appraisal of the emergency and 
its effects is correct, then one may make 
the following assumptions: 


1. Once the peak of the defense pro- 
gram has been reached, some time at the 
end of 1952 or 1953, armament costs will 
level off or decrease. The percentage of 
the gross national product absorbed by 
defense estimated at a peak of about 20 
per cent should decrease. 


2. Capital expenditures by corporations 
will also decline. Already there is evidence 
of a reduction by corporations not engaged 
directly or indirectly in defense. 


3. Competition will be keen, and a 
downward readjustment in business activ- 
ity will develop. The only unknown is 
how severe this readjustment will be and 
how long it will last. 

The trust investment officer must thus 


consider carefully: 


1. What effect will the emergency 
have on security values. both stocks and 
bonds in the immediate future, i.e., dur- 
ing the present year and possibly 1953. 
and in the long range future? 

2. Should one assume that the bus- 
iness pattern will be about the same as 
before World War II, which after a 
prolonged period of inflation was fol- 
lowed by a serious depression: or will 
it assume new characteristics? Should 
the investment policy be based, as prior 
to 1946, primarily on preserving prin- 
cipal for the remainderman in terms of 
dollars; or should greater emphasis be 
placed on purchasing power of the 
corpus and of the income? Should one 
revert to the old policy of buying bonds 
and reduce equities, or should one con- 
tinue to hold a large percentage of the 
corpus in equities? Are bonds to be 
regarded as obsolete investments which 
no longer fit in a trust portfolio? 


Impact and Duration of Emergency 


The economic consequences of the 
emergency defense program are quite 
clear and entirely different from the 
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Leap Year 


—White, in The Akron 
Beacon Journal 


consequences of World War II. The 
second World War took about 50 per 
cent of our gross national product, the 
present rearmament program at the peak 
will absorb only about 20 per cent. 
Since 1946 huge sums have been invested 
in plant and equipment so that today 
our productive capacity and productivity 
have been increased. Even at the peak 
of the program, the supply of civilian 
commodities, with exceptions, particular- 
ly those utilizing scarce metals, ought to 
be greater than ever. 

While military strength is being in- 
creased and supporting corporate capital 
expenditures for defense continue large, 
activity will remain high. Inflationary 
forces will continue to operate in the 
economy, although they ought not to be 
as great as during the first nine months 
after the outbreak of hostilities in Korea. 
During this period, the demand for credit 
and capital will be considerable; and 
money rates are not likely to decline. 
Increased volume will lead to a rise in 
gross profits, but net profits after taxes 
will, in the aggregate, be smaller than 
during 1950 and 1951. Moreover, wage 
increases will possibly not be accom- 
panied by a corresponding increase in 
productivity or in the prices of manu- 
factured goods; and this will depress 
earnings further. One may assume that 
earnings will be large enough to pay 
most regular dividends although toward 
the end of 1951 it had already become 
evident that dividends were on the de- 
cline. It is generally believed that total 
dividends paid out by corporations dur- 
ing 1952 will be smaller than in 1951 
and in 1950. 


By the end of 1952 or sometime in 
1953, the defense effort should reach its 
peak; and the same may be expected of 
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corporate capital expenditures. The ef- 
fects of a decline in military as well as 
capital expenditures wil be considerable 
on-the economy of the country. The pent- 
up demand for housing and durable 
goods at that time will not be as great 
as after the termination of hostilities in 
1945. Although the output of durable 
goods and of housing in 1952 will be 
smaller than in 1950 and in 1951, yet 
measured by prewar standards, the out- 
put will still be very high. 


Effects of Decreased Defense 
Expenditures 


The economic consequences of a de- 
cline in military expenditures as well 
as capital outlays by corporations may 
be summarized as follows: 


1. A decline in business activity. 
Business during 1949 and developments 
in the soft goods industry during 1951 
offer a clue as to what one may expect. 

2. The sellers’ market will disap- 
pear. Competition from abroad may be 
greater than any time in the last two 
decades. Commodity prices will either 
level off or witness a moderate de- 
crease. 


3. A decline in gross corporate 
profits will have a much more serious 
effect on net earnings even if excess 
profits taxes are eliminated by Congress. 
Net earnings of corporations will be 
smaller than during 1950 and 1951. 

4. A decline in business activity, par- 
ticularly if accompanied by a moderate 
decline in commodity prices will lead 
to a decline in demand for capital and 
credit. Moreover, once the dangers of 
inflation have been eliminated and the 
forces of deflation begin to operate, it 
is fairly certain that Reserve policies 
will undergo a change and that they will 
endeavor to stimulate business through 
low money rates and easy money mar- 
ket conditions. Developments in the 
money market may be again similar to 


1949. 


5. Under the above conditions, bond 
prices should increase and equity prices 
should decline. 


The timing is almost impossible be- 
cause it involves international political 
as well as domestic developments and 
also the psychological reaction of indi- 
viduals and business leaders. A change 
in the international political scene would 
have an important bearing on the speed 
and magnitude of the rearmament pro- 
gram. Moreover, the 1952 presidential 
election may be a very crucial one; and 
the outcome may determine whether the 
political and economic trends which set 
in about two decades ago will continue 


or whether a national economic 
policy will be adopted. 

The above should not be taken to fore- 
cast a serious depression of the magni- 
tude of the early °30’s. The economy is 
too dynamic, and the changes over the 
past two decades are so great that they 
almost automatically preclude a depres- 
sion accompanied by large scale unem- 
ployment and sharp breaks in values. 
So long as it is the policy of both 
parties to continue the farm support pol- 
icy, one cannot visualize a major break 
in commodity prices. Economic devel- 
opments during 1949 indicate how com. 
modities act even though _ business 
activity is decreasing. Because the cost 
of doing business is high and a material 
decline in business activity is not en- 
visaged one may expect that dependence 
of business on the banks will continue 
large; and, therefore, a return to the pre- 
Korean War money rates is not to be 


expected. 


new 


Investment Policy 


If the above analysis is correct, some- 
time during 1952 or 1953, depending 
on the speed and magnitude of the 
defense program, a change in the in- 
vestment policies of trust companies may 
take place. Greater emphasis would be 
placed again on bonds, and a relatively 
smaller proportion of the portfolio would 
consist of equities. Unless some unfore- 
seen event brings scare buying by the 
public and business, it would seem that 
the greatest decline in the purchasing 
power of the dollar has already taken 
place and that any decline that may take 
place during the peak of the rearmament 
program will be only moderate in char- 
acter. Once the rearmament program and 
capital expenditures begin to taper off. 
the forces of inflation will give way to 
the forces of deflation. The protection 
of the purchasing power of principal and 
income from now on should not be as 
important as since the end of the war 
and particularly since the outbreak of 
hostilities in Korea. Yields on bonds 
have increased considerably in the last 
few months and are today more attrac- 
tive than has been the case for years. 

A change in the investment policy of 
trust companies sometime during 1952 
or 1953 is indicated not only because of 
the changed trends in the security mar- 
kets, i.e., between stocks and bonds, but 
also because reasonable judgment based 
on the business outlook would dictate 
such a policy. The outlook for business 
after military expenditures and capital 
outlays begin to taper off is uncertain. 


The general consensus seems to be that , 


a decline will take place. When the out- 
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look becomes highly uncertain, reason- 
able judgment would indicate the adop- 
tion of a more cautious policy in invest- 
ment. When the shift from stocks to 
bonds should take place and to what ex- 
tent will have to be determined by the 
individual trust officer based on his own 
judgment and on the position of the in- 
dividual beneficiary. 


Conclusions 


|. The emergency will not come to 
an end with the termination of hostilities 
in Korea. The emergency has set in 
motion forces which will be long felt in 
economic and social life. For an in- 
definite period peacetime military ex- 
penditures will be larger than ever be- 
fore, thus not only keeping federal ex- 
penditures high but also taxes at rates 
which have never existed previously in 
peacetime. The number of men and 
women in the services will continue 
large, thus affecting the labor supply; 
and the production of defense products 
will play a much more important role 
in the future than in the past. 


2. The present emergency has not 
only changed the expected business pat- 
tern during 1950-52, but it will continue 
to influence activity in the future. It has 
greatly stimulated capital expenditures 
by corporations; it has brought about a 
material increase in the productive 
capacity of the nation; it has renewed 
the spiral between prices and wages, thus 
permanently increasing costs of produc- 
tion. It has contributed to a rise in the 
corporate break-even point, and the ef- 
fects will be felt when activity begins 
to decline. 


3. The initiative taken by the United 
States in the Korean conflict has definite- 
ly established the United States as the 
leader of the free world and has imposed 
on us responsibilities and burdens 
previously carried by other nations. 
From now on, any political incident 
throughout the world and particularly 
among the free nations is bound to find 
its reflection in our organized markets 
for securities and commodities. The nov- 
elty of the experience as well as the lack 
of proper information will tend to 
aggravate this situation and result in 
wider swings in prices of commodities 
and securities. 

4. While the Korean War has had 
a favorable effect on business activity, 
it has made the economy more rigid and 
more susceptible to a downward swing 
when defense expenditures and capital 
outlays begin to taper off. 


5. The prime problem arising out of 
the emergency is how to strengthen the 
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military might of the free world and at 
the same time keep the economy not 
only of this country but of other free 
nations healthy, to prevent a further 
decrease in prices of commodities and 
increase the standard of living. 


6. As far as trust companies are con- 
cerned, the time is approaching for a 
*re-appraisal of the ratios between stocks 
and bonds held in trust portfolios. While 
it is quite possible that the excessive 
swings of the business cycle have been 
eliminated, it is fairly evident that the 
economy in the future will witness ma- 
terial ups and downs with the opposite 
effects on bond and equity prices. It is 
generally agreed that once military and 
capital expenditures begin to decline, 
a downward readjustment in business is 
likely to take place. It is therefore neces- 
sary to inquire whether sometime dur- 
ing 1952 or 1953 it may not be advis- 
able to reduce the proportion of 
equities and increase the bonds. 

7. If a proper balance between de- 
fense and the civilian needs is estab- 
lished during the present and the next 
year, the danger of inflation will have 
been largely eliminated. Since the re- 
turn on bonds has increased consider- 
ably, investing in fixed-income-bearing 
obligations has become more attractive 
than during the last decade or so. If the 
tapering off of military expenditures and 


of capital expenditures by corporations 
is followed by a decline in business 
activity, as is generally expected, and if 
the break-even point cannot be reduced 
rapidly, even a moderate decline in gross 
income can have a pronounced effect on 
net income of many corporations. The 
investment policy of a trust company and 
particularly the ratio between bonds and 
equities is always based on prudent 
judgment which in turn is derived from 
an analysis of all known forcés that may 
influence markets. The economic visibil- 
ity right now is low, and hence more 
than usual caution is warranted. 


A A A 


Mutual Funds’ Record Growth 


Compilations by the National Asso- 
ciation of Investment Companies show 
continuance during 195] of the grow- 
ing trend in this field, with new records 
in every department, as follows, based 
upon reports of 103 open-end funds as 
of December 31, 1951: 


Net Assets $3.130 million 


1951 Sales 675 ” 
1951 Net Sales a Cf”. 
Dividends 237 Ci‘ ®’ 
Shareholders 1,110,000 


Total net assets of 35 closed-end in- 
vestment companies were $942 million, 
with dividends of $54 million as of the 
same date. 


Inquiries Invited from... 


Trust Companies and other Financial Institutions 


on CREDIT FONCIER FRANCO-CANADIEN Debentures 


“Financial Statistics on this Corporation available upon request” 


L. G. BEAUBIEN ¢ C2 


LIMITED 


Paris 


Montreal 


Brussels 


Quebec - Ottawa - Trois Riviéres - St. Hyacinthe - Shawinigan Falls 
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Why Cooperation: 


BLUEPRINT FOR ESTATE PLANNING TEAM’S ACTIVITIES 


I— The Estate Planning Team 


HERE IS NO ACCEPTED DEFINITION of 
y peeves planning. We. however, must 
formulate one for the purpose of this 
discussion. otherwise no one could test 
the validity of what we have to say. 
Some such definition as this might ap- 
proach accuracy: 

“A completed estate plan is the writ- 
ten expression, evidenced by legally 
valid and reasonably unambiguous docu- 
ments, of a continuing arrangement 
whose purpose is to utilize economical 
and prudent methods of property man- 
agement for the protection and benefit 
of human beings now living and as yet 
unborn.” 


At a maximum. in an extensive estate 
planning, our team would include: 


1. The testator, or grantor. 
2. The lawyer of skill in reasonably 


unambiguous and legally valid 
drafting. 
3. The certified public accountant. 
4. The life insurance underwriter. 
5. The professional trustman. 
6. The investment specialist. 


7. The industrial engineer. or special- 
ist, or consultant. 


Now which of this most 


“important?” How can any such ques- 


group 1s 


tion be answered? Who knows before 
the game begins what “best idea” will 
be contributed by whom? But there are 
two who are absolutely indispensable 
to a completed estate plan—the rest 
could be jettisoned, however unwise it 
may be to The first is the 
testator or grantor. The second is the 
lawyer. The lawyer is indispensable be- 
cause by hypothesis we deal with prac- 


do So. 


tice of the law. But no veteran lawyer. 
however well equipped as an estate 
planner, should undertake preparation 
and final responsibility for an estate 


From address at Mid-Winter Trust Conference. 
American Bankers Association, Feb. 6, 1952. 
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plan without obtaining from the ac- 
countant, the life underwriter, and, if 
the head of the family desires a corpo- 
rate fiduciary, the trustman, the bene- 
fit of their experience and advice. And, 
quite obviously, no accountant, life un- 
derwriter or trustman should take unto 
himself such sole responsibility. 


Affirmative Benefits 


What are the positive reasons for 
cooperation ? 

The first reason, as always, is least 
concerned with self-interest and yet is 
the greatest. To have served faithfully 
and well and without thought of per- 
and to your 
spring to life is the first and great rea- 
son; and upon it, subordinate to it. 
hang all the others. 


sonal gain see service 


The material advantages are very sub- 
stantial but they entirely depend upon 
existence of a true and real desire to 
go about estate planning in a coopera- 
tive way. They cannot possibly be de- 
rived out of competition between mem- 
bers of the estate planning team for 
control or supervision. And the competi- 
tive attitude, if it exists inside, cannot 
possibly be hidden; at first intimation 
of self-centered approach the whole edi- 
fice is under strain. 

A. From the standpoint of the grantor 
or testator, he obtains the joint prod- 
uct of several types of skills. Second- 
arily. he the acquaintance, 
companionship, support and service of 
persons of dignity and learning; for the 
moment he is Monarch or President and 
his cabinet gathers about him. If he 
watches carefully, moreover, he gets 
suggestions of things which many lay 
business people really need; a sugges- 
tion of exactness in calculations, from 


acquires 


the accountant; a suggestion of prudent 
preparation against an inevitable ad- 
verse happening, from the insurance 
man; a sense of regularization of rec- 
ords and administrative procedures, 
from the trustman; a sense of finality 


Haussermann, Davison & Shattuck, Boston, Massachusetts 


and precision of expression, with cer- 
tain philosophic overtones, from his 
lawyer. This is all valuable to a modern 
and harassed business chief and _ hus. 
band and father. 


B. From the standpoint of the lawyer 
much is gained in a material sense. His 
one chance of marked professional suc- 
cess depends upon a public apprecia- 
tion, not directly generated by him. of 
the uniform of his service 
and product. The trustman and the life 
insurance underwriter are his best nat- 


excellence 


ural protagonists in the eternal struggle 
for sales and expression of his talents: 
or if not the best. certainly the next 
best after his satisfied clients. The more 
cooperation of a genuine sort that he 
solicits and cultivates, the more business 
is likely to come to him. Disinterest and 
hostility are shortsighted. to say the 
least. If there is one thing that I could 
guarantee to a rising young lawyer it 
is that if he can master this particular 
art, or any other art. by study. writing 
and other means of public expression 
during his younger years. and if he will 
thereafter demonstrate from the heart 
a desire to cooperate with the other 
members of the team. he will not lack 
for business. 


C. From the standpoint of the life 


insurance underwriter these material 
advantages are even more sharply de- 
fined. The life underwriter 
particularly needs the guidance of the 
lawyer and the trustman; he is deal- 
ing in what is essentially a product of 
legal construction and the responsibility 
which he would assume if he were to 
go it strictly alone is nothing short of 
terrifying. But he will find, if he and 
the lawyer and the trustman have the 
right underlying attitude. that the law- 
yer and the trustman are his very best 
salesmen. After a good deal of experi- 
ence in estate planning I have yet to 
see my first client who has enough life 


insurance. My chief interest, as a first 


insurance 


step in the process. is to make a speedy | 
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step toward liquidity at time of death: 
an excess, a comfortable liquidity. Many 
have been the occasions when I have 
urged the purchase of more insurance 
than the underwriter would have dared 
to try to sell. Trustmen have given simi- 
lar advice times without number. 


D. From the standpoint of the trust- 
man one immediately perceives the same 
sort of advantages. While advertise- 
ments on the radio and television and 
in the newspapers and by direct mail, if 
rightly done, constitute a favorable 
foreground for selection of a bank as 
fiduciary, the truly formidable sales in- 
struments which they possess are the 
other members of the estate planning 
team. The preparation of wills and 
trusts is most often done in the confi- 
dence of the legal adviser’s office: it is 
banks that upon those 
occasions the right thing is said about 
what the bank has to offer. 


important to 


The sharp advantages which are made 
available to certified public accountants 
and investment men are evident from 
this pattern of cooperation. The conclu- 
sion is inescapable. Any one member of 
this team who decides that he ought to 





keep it all for himself not only denies 
his client the best available product but 
denies to himself the prospect of sub- 
stantial and continuing success in his 
chosen field. A large number of fruitful 
and productive Life & Insurance & Trust 
Councils give direct corroborative testi- 
mony to what I have been saying. In- 
deed, if I had anything to suggest for 
their future operation, it would be that 
they change their names, perhaps, to 
Estate Planning & Trust Councils and 
that their memberships should invari- 
ably be open to qualified lawyers and 
certified public accountants and, per- 
haps less frequently. to qualified invest- 
ment advisers. 


II Activities and Responsibilities 


I now come to that part of my ad- 
dress which is generally referred to as 
“contentious.” I see nothing necessarily 
contentious about it. Anything, includ- 
ing the concept of peace, or love, or 
the Deity itself, becomes contentious if 
it is approached in an attitude of selfish 
' 


prejudice! The essential is a sensible 


and objective attitude. I shall try to 
examine three general types of activi- 
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clauses. 


ments is stressed. 


specifications: 


accountants; 


ORDER TODAY! 


prices supplied on request. 


123 W. North St. 
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Scores of complete agreements specifically incorporate the ser- 
vices of a bank or trust company as corporate trustee. Particular 
clauses include stipulations for trustee’s compensation; trustee’s 
duties; limitations on trustee liability. Particular emphasis on 
the advantages of using a bank or trust company as corporate 
trustee under the various forms of Business Insurance arrange- 


The procedures illustrated and outlined in the COMPENDIUM 
will enable you and the attorney to incorporate into a Business 
Insurance arrangement each of these imperatively essential 


1—Unexcelled teamwork, cooperation and public relations be- 
tween the business owners, their life underwriter, lawyers, 


Return within ten days if not entirely satisfied. 


A Compendium of BUSINESS INSURANCE AGREEMENTS: 


One volume; illustrated; 456 pages. Loose leaf, ring binder. Pages lie flat. 
Hard backed, gold stamped, red Texhide cover. Single copy, $12.75. Quantity 


Published by 


THE INSURANCE RESEARCH & REVIEW SERVICE, INC. 


Established in 1914 


A Compendium of 


BUSINESS INSURANCE AGREEMENTS 
— The Only Book of its Kind Ever Published — 
For Trust Officers . . . Lawyers .. . Accountants . . . Life Underwriters 


The COMPENDIUM is designed to help Trust Officers, Law- 
yers, Accountants and Life Underwriters to cooperate in render- 
ing professional service of the highest order in Business Insur- 
ance Agreements. Its 456 pages of illustrated material cover 
Key Man Insurance Resolutions @ Sole Proprietorship Agree- 
ments @ Non-Professional Partnership Agreements @ Close 
Corporation Agreements @ a wide range of Key Man Resolu- 
tions @ Dozens of Complete Agreements @ Hundreds of actual 


standable; 


with dispatch; 


7—Corporate trusteeship, efficient administration; 
8—A minimum probability of dispute and litigation; 
9—-The lowest possible tax liability legally possible; 
10—Maximum protection for the widows and heirs. 


Company or Firm . 


Indianapolis 9, Indiana Addrow 


2—-A business insurance agreement which is clear and under- 


3—Flexibility to meet changing needs of business owners. 

4—The most accurate valuation of business interests it is 
humanly possible to make; 

5—Resolutions and agreements that are legally sound; 

6—Life insurance financing which guarantees full payment 


No Business Life Insurance arrangement should fall below these 
minimum requirements. Omission of even one of the above 
specifications may do irreparable damage to your prestige with 
your client. You cannot afford to make the mistakes the 
COMPENDIUM will help you to avoid. 


Leading Trust Officers, Lawyers, Accountants and Life Under- 
writers in every section of the country are high in their praise 
of “A Compendium of Business Insurance Agreements!” 


The Insurance Research G Review Service, Inc. 
123 W. North St., Indianapolis 9, Indiana 


Please send me one copy of the R & R COMPENDIUM 
OF LIFE INSURANCE AGREEMENTS at $12.75 and 
bill on a 10-day inspection basis. 





ties and evolve a sensible and objective 
viewpoint of the extent to which an 
individual member of the estate plan- 
ning team ought to permit or prohibit 
himself from undertaking each activity. 


Advertising 


Advertising is forbidden to the indi- 
vidual lawyer. The rule is not likely to 
be relaxed. There is sound justification 
for Bar Associations here and there to 
speak a good word for the profession in 
relation to the design and installation of 
estate planning instruments but it is 
certainly not in the interests either of 
the profession or of the public that 
highly personal transactions of this na- 
ture should be bandied about, or offered 
for sale, by advertisements of any in- 
dividual workmen. 

What I have said about lawyers in 
this respect is applicable, speaking gen- 
erally, to certified public accountants. 
It does not, however. follow that neither 
insurance underwriters nor corporate 
fiduciaries should advertise. It seems to 
the good that in every legitimate way 
the businessman should be reminded of 
his duty to place and keep his affairs 
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in order. Inertia is deep in this area of 
human affairs; the American public has 
been trained to rely upon advertising as 
an urge to action; the fact that lawyers 
do not advertise the need for action on 
estate planning only tends to aggrave 
the evil. As I see it, any right-minded 
message in the field of estate planning 
is a positive public service. By “right- 
minded” I mean not a self serving busi- 
ness grabbing message, but a message 
designed to get the public to take action 
in proper preparation and installation 
of a proper estate plan. I cannot im- 
prove on the statement of the Trust 
Division that (speaking of a trust com- 
pany ) 

“Its advertisements should be dignified 
and not overstate or overemphasize the 
qualifications of the trust institutions. 
There should be no implication that legal 
services will be rendered. There should be 
no reflections, expressed or implied, upon 
other trust institutions, or individuals, and 


the advertisement of all trust institutions 
should be mutually helpful.” 


This sort of advertisement policy, 
which has been also followed to some 
degree by Bar Associations,' is sound, 
honest and helpful in educating a lag- 
ging public to the seriousness of neglect 
of the estate planning duty. I welcome 
it, as an estate planning lawyer. and 
only a thoughtless member of my pro- 
fession would resent it. 


Advice and Suggestions as to 
Estate Plans and Procedures 


To what degree should the individual 
members of the estate planning team 
give advice or make oral or written 
suggestions as to what sort of plan 
should be constructed? Here opinions 
will differ. Here integrity and good 
faith are all important — not only in 
doing the things to which I refer but 
in criticisms of what others are doing. 


Let me illustrate what I mean by sum- 
moning up a situation. A trustman talks 
over the estate planning position of his 
customer and thereafter writes a letter 
to him. He says, 


“Dear Mr. Smith: We think that you 
would do well to consider having a re- 
vocable trust in which are placed the bulk 
of your proprietary holdings and your life 
insurance. We think, also, that you would 
do well to consider having a marital de- 
duction trust for tax economies and for 
your wife’s protection. It seems to us 
that you and your wife need wills. As you 
know, we should be happy to serve as 
executor and as trustee, alone or with 
a co-trustee; that is our special skill and 


1Missouri Bar Association; California State Bar; 
certain other Associations in Indiana, Iowa and 
New England. 
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our business in life. As you also know 
we do not practice law. We cannot and 
will not prepare your plan. Your lawyer 
must do that. We are prepared to recom- 
mend a number of lawyers, if you want 
us to do so, but are primarily interested 
in urging you to take the next step as 
soon as may be. That step is to have some 
able legal man to work on your situation. 
We should be happy to talk with you or 
with you and your lawyer at your con- 
venience.” 


Is that reprehensible? Does it violate 
any rule of law or canon of ethics? 

Practice of the law is exclusively re- 
served to members of the bar. This rule 
is designed to protect the public. If it 
were not for this rule, mankind, being 
what it is, might soon be listening to a 
refrain like this: 


“Buy from us—hire us. Although we 
are not lawyers you will receive valuable 
legal services and advice for nothing, or 
practically nothing, just as good as the 
genuine article and even better; when it 
comes to buying a piece of real estate, 
making a Will, creating a Trust, setting 
up a complicated life insurance program, 
or handling a tax law controversy with the 
Government, you really don’t need a law- 
yer at all. We, laymen 
whether real estate brokers, life insurance 


though we be, 


agents, accountants, trust officers, notaries 
public, or even undertakers, have become 
‘experts’ and ‘specialists’ and know the 
law even better than the lawyers.”* 
Trust companies wouldn’t do that, but 
others would. The fact is that others are 
doing it and banks are as_ seriously 


threatened as lawyers in the process. 


Canon 35 of the American Bar Asso- 
ciation Code prohibits a lawyer from 
entering into a situation in which a lay 
corporation exploits his services, and 
expressly states that. “A lawyer’s rela- 
tion to his client should be personal. 
and the responsibility should be direct 
to the client.” The legal advice, if this 
were not so, could hardly be completely 
disinterested in the ethical sense. When 
a corporation includes, in whatever ser- 
vices it is selling, legal advice by a law- 
yer employee it is engaging in unau- 
thorized practice of the law and the 
lawyer is guilty of unethical and unpro- 
fessional conduct.* When a layman or 
a group of laymen practice law, or give 
legal advice, he or they are guilty of 
carrying on an unauthorized practice. 
The gravamen of that offence, in com- 
mon honesty, is that an innocent public 
is being duped and misled to its mortal 





2Edwin M. Otterbourg, in Unauthorized Practice 
News. Special Issue. September 1951. American 
Bar Association Standing Committee on Unauthor- 
ized Practice of the Law, 1140 No. Dearborn 
Street, Chicago, Illinois — which I highly commend 
to your attention. 


3§ 280 Penal Law (N. Y.). 


danger. And this sort of degenerative 
process, once tolerated. infects all of 
society. 

But, to get back to our stated facts, 
Was that letter reprehensible? I think 
not. It was honest and, in my opinion, 
helpful. It tended to speed the needed 
process of widespread estate planning. 
Was it unauthorized practice of the law? 
Again I think not. It is clearly practice 
of the law to appear in court on behalf 
of a person. It is equally clearly unau- 
thorized practice of the law to prepare 
legal documents. It is equally clearly 
unauthorized practice of the law to give 
such advice without revelation that the 
adviser is not a lawyer. It is equally 
clearly unauthorized practice of the law 
for a lay corporation to offer the ser- 
vices of a lawyer to give legal advice 
as a part of its commercial services. 

Again, I| think the letter was within 
the spirit of the law. It was essentially 
right in morals and fair to the bar. It 
urged the customer to see his lawyer; it 
disclaimed an attempt to practice law. 


To What Degree and in What 
Manner may Legal Forms 
be Recommended? 


It is perfectly obvious that wills and 
trusts are legal forms. Nor can any 
intelligent person rightly suppose that 
a will or a trust could be “standardized” 
in any acceptable sense. Every respon- 
sible member of the estate planning 
team would be outraged if it were de- 
clared wholly proper for a stationer, a 
publisher or a lay agency of any sort to 
appealing folder which 
would set forth a will and one or two 
trusts and would peremptorily recom- 
mend that the reader just sit down, fill 
in the blanks and sign up. Yet good 
minds and sharp wits all over the coun- 


circulate an 


try are doing their best, today, to come 
just as close as possible to that sort of 
swindle. These good minds and sharp 
wits, like swindlers everywhere, more- 
over, are gambling heavily upon the 
lack of enforcement of law and ethics. 
So-called estate planning and tax con- 
sultant agencies, certain investment 
agencies, certain mail order organiza- 
tions and publishers, none of which is 
qualified professionally, do engage, for 
profit, in the unauthorized practice of 
the law and in the widespread distribu- 
tion and recommendation ef legal forms. 
This gigantic bootlegging industry is 
likely to continue to grow as the trust 
form becomes more and more usual and 
useful in the business world. 


Because of the innate difference be- 
tween forms and because, alas, almost 
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all writings, even letters, are to some 
degree potentially legal in nature we 
must be careful to avoid too didactic an 
attitude. We must not bear down so 
heavily that mankind is enchained to a 
lawyer in every move it makes, Let me 
illustrate what I mean. 


There has been something of a 
furore during this past year about 
transfers to minors. I had the pleasure 
of discussing that problem last Sep- 
tember before the Trust Section of the 
American Bar Association.* It looked 
as though either the irrevocable or the 
revocable inter vivos trust were the 
most satisfactory legal tools to accom- 
plish a kind of transaction which has 
been increasingly popular since the ad- 
vent of the marital deduction blunted 
the earlier widespread tendency to trans- 
fer to spouses. 

Now come persons, worthy as well as 
unworthy, who say, “How can we 
facilitate the accomplishment of this 
admittedly laudable kind of transac- 
tion? Can we evolve a_ carefully 
wrought irrevocable or revocable trust. 
having obtained the warranty, so far 
as that can be done. of a first class 


‘Shattuck, A Practical Consideration of Some of 
the Legal and Tax Problems Inherent in Gifts to 
Minors, BULR, November, 1951 and TRUSTS AND 
ESTATES, Oct. 1961. 
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lawyer and distribute those forms with 
recommendation that they be signed in 
connection with purchase of our mer- 
chandise? Or must our salesman be 
strictly limited to saying that the po- 
tential customer must, if he is inter- 
ested, go and see his own lawyer?” 


Here again, we have a balance of 
social goods. It is a good thing to fa- 
cilitate relatively simple property ar- 
rangements and to keep their desirabil- 
ities before the public mind. It is a 
bad thing to leave matters so that the 
care of the human body, or mind, or 
of family property, is dictated, especi- 
ally for the purpose of making a sale, 
by unqualified persons. If there is doubt 
about the balance in a specific transac- 
tion the anticipated evil should be avoid- 
ed at all costs. 


The feel of this balance can best be 
gained by experience. Thus the trustmen 
and the life underwriters know much 
more than once they did about how 
these questions ought to be answered. 
The commercial enterprises are going to 
have to learn, probably by similar ex- 
perience. The inherently dishonest 
people will never desire to learn, | fear, 
and in my opinion must be attacked 
as common enemies by the rightly qual- 
ified members of the estate planning 
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team, not for the purpose of protecting 
lawyers, trust companies, insuranee un- 
derwriters, accountants or qualified in- 
vestment men, but to root out a plainly 
dangerous fraud upon the public. 


It is perfectly clear, then, that the 
indiscriminate distribution of legal 
forms, however prepared, as a general 
part of a sales advertising campaign. 
coupled with recommendations or sug- 
gestions of signature, is an unmitigated 
evil, highly dangerous to the public, 
and almost certainly constitutes an un- 
authorized practice of the law. It is 
equally clear that publications and 
form books which undertake to advise 
the general public how to be its own 
lawyer are a racket and fraud of the 
most virulent kind. 


Is it wrong, however, or seriously 
dangerous, to distribute a form under 
controlled and honest circumstances 
and, if so, what are those circum- 
stances? Here, as in the matter of ad- 
vising upon estate plans, there is bound 
to be a sharp point of disputation. I, 
who can speak only for myself, am not 
naturally a prohibitionist. There is some 
danger in the distribution of any forms; 
however many caveats are solidly at- 
tached. But prohibition would certainly 
deny some benefit to the public and 
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would not prevent the surreptitious and 
fraudulent equivalencies which usually 
mark -prohibitions of any kind. 
Suppose that the customer of the 
salesis4n, or of the bank, or of the life 
underwriter says, “Yes, I am_ inter- 
ested -in the idea of the irrevocable or 
revocxble trust, or of the marital deduc- 
tion will, or of the pension or profit 
sharing trust. Could I see what it looks 
like?” It seems to me that what ought 
to be said is something like this, “We 
are talking about a legal transaction 
and you ought to see your lawyer. I'll 


be glad to go with you if you would 
like it and think he would like it.” 


If, as happens frequently, the cus- 
tomer then replies, “But I have no law- 
yer” or “I don’t want lawyers in this. 
Can you or can you not let me have a 
form?,” then it should be permissible 
to show him a prepared form. But in 
my opinion the form should have these 
characteristics. First, it should have 
been especially and carefully prepared 
by a lawyer (not taken from some 
readily available collection) and the 
lawyer should have given an opinion 
as to its limitations and deficiencies for 
uncontrolled use. Second, the statement 
of limitations and deficiencies should 
be firmly attached to the form, or better 
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the specific investment objective to be accomplished 
. the investment plan best designed to attain that 


objective. 


In buying or selling securities, the institu- 
tional or individual investor must take into careful consid- 
eration two inseparable and interdependent factors: 





In these two considerations is summed up much of our 
philosophy as investment brokers and counselors. It is 
a philosophy readily translated into definite, tangible 
action—getting quickly and completely the essential 
facts concerning markets and securities; accurately ana- 
lyzing and interpreting these facts; acting upon them 
promptly in the best interests of our clients. 


Thus do we adapt plan to purpose—-with the same sea- 
soned judgment and broad experience we offer to all 


conservative investors. 
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yet, incorporated in its opening parts, 
Third, on the form itself, in substantial 
sized type, should appear a warning 
slogan which declares that the form 
must not, under any circumstances, be 
executed without independent 
advice. 


legal 


A good many corporate fiduciaries, 
life insurance underwriters and com. 
mercial enterprises have concluded that 
it is best to refrain entirely from dem- 
onstrating or distributing or recom- 
mending any form of any kind. In all 
of those three fields, however, unprin- 
cipled seekers after profit have taken 
advantage of the situation. The indis- 
criminate use of forms is growing rapid- 
ly in the field of pension and _ profit- 
sharing trusts; it will, | predict, expand 
enormously in the revocable trust field, 
precisely as that type of instrument be- 
comes increasingly known as the poor 
man’s estate planning tool. 


Conference Suggested 


What we may need, | venture to sug- 
gest, is a round table conference between 
all of our estate planning organizations; 
a joint survey of the field and a location 
of the damage which is certainly being 
done by persons inside, but more ex- 
tensively outside, those organizations. 

A careful joint report with recom- 
mended procedures ought to evolve from 
this. | should be ready to wager that 
the Estate Planning Team would come 
out of such a conference with increased 
respect, each for the other. and with 
strong and new determination to attack 
the common enemy for the good of the 
public. 


A A A 


Trustee Mutual Fund Holdings 

At the end of 1951 1.148 banks and 
individuals acting as trustees were hold- 
ing shares of Wellington Fund, an in- 
crease of 220 during the year. There 
were also 40 employees’ pension and 
profit-sharing funds represented. With 
fraternal, welfare and other public as- 
sociations, corporations and insurance 
companies, church and religious organ- 
izations, hospitals and homes, guardians. 
executors and administrators, and col- 
leges and educational institutions in- 
cluded, the total of all holders in these 
categories reached 2,160. The overall 
growth of shareholders for the year was 
14,000 to a record 75,000, with total 
assets aggregating around $194 million. 
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¢ Old law, new law, the accepted reporter on federal taxes for 
revenue—“‘for the man who must have everything.” 
Swift weekly issues report and explain unfolding federal 
tax developments. Current subscription plan ; 
includes 7 loose leaf Compilation Volumes and companion 
Internal Revenue Code Volume. 


Off 
Federal Tax Guide Reports 





¢ Concise, compact, understandable, here is the dependable 
reporter on the federal taxes of the ordinary corporation, the 
average individual, partnership, or business. One loose 
leaf Compilation Volume and matching Internal Revenue 
Code Volume included without extra charge to start 
new subscribers off on the right foot. 
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1952 CCH Federal Tax Course 


e Authentic tax training, brush-up, and reference course in one 
handy volume. Explains federal taxation, with emphasis 
on mcome tax and withholding collection methods. Revenue Act 
of 1951 reflected throughout the text, with new rates and 
provisions in problems and solutions, examples, and the like. 








e Handy dependable guide on federal taxation. Based on 
the Internal Revenue Code as amended, ahd controlling court 
and Tax Court decisions. Plain-English explanations. 
Withholding tables helpfully included. Thoroughly indexed; 
416 pages, durably bound, 6” x 9”, $3 a copy. 
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What Price Trust Service? 


REALISTIC FEE INCREASES PREREQUISITE TO FAIR PROFIT 


HARRY M. BARDT 





Vice President and Senior Trust Officer, Bank of America N. T. & S. A., San Francisco 


S$ THE FOUNDATION of our trust busi- 
ness sufficiently strong to support its 
structure indefinitely? 


We have built organizations of men 
and women highly trained and skilled 
in the various aspects of the trust busi- 
ness. With characteristic unselfishness, 
we have built our organizations over 
the years with the foremost objective 
of perfecting the quality of our services, 
but have minimized the necessity of de- 
riving a reasonable profit from our 
efforts. We have thus, | believe, created 
a structure on a foundation inadequate 
to support it. Our trust business may 
face serious troubles when an economic 
hurricane, which many claim to be cer- 
tain, follows the current inflationary 
cyclone, and our trust customers may 
be the unsuspecting victims. 


The realization of reasonable profits 
from any business is vital to its con- 
tinued existence. Although there are 
many altruistic elements and _profes- 
sional aspects to trust service, the cold 
fact still remains that it is a business. 
In order to enable it to continue its 
contribution to the maintenance of the 
rights of individual ownership of prop- 
erty and our free enterprise system, 
which has been widely recognized and 
acknowledged, and because it is a busi- 
ness, its foundation must be rooted in 
the assurance of reasonable profits. 


Those who have any doubt about the 
existence of this vital problem, should 
read Gilbert T. Stephenson’s “Studies 
In Trust Business — Fourth Series — 
Study No. 13.”* If Mr. Stephenson’s 
study is a fair indication of conditions 
in the trust business, the 10% figure 
for institutions reported as operating 
profitably may be high. 


Costs and Personnel 


The importance of the question has 


been partially obscured by the fact that 


From address before Mid-Winter Trust Confer- 
ence, American Bankers Association, Feb. 4, 1952. 


*The Trust Bulletin, Sept. 1949. 
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banks have been able and willing to 
take the losses incurred by their trust 
departments because of their relatively 
profitable commercial activities. There 
are, however, several indications that 
the going may become rough in that re- 
spect too. Reports by the major New 
York banks show that during the first 
six months of 1951, salaries alone in- 
creased an average of more than 16%, 
over the corresponding period of 1950, 
and all expenses, exclusive of income 
taxes, likewise increased an average of 
more than 16%, during the same period. 
It is a safe assumption that the trend 
in other sections of the country is no 
different. 

Another equally serious threat to con- 
tinuing profits is the apparent tendency 
on the part of Congress and state legis- 
lative bodies to impose discriminatory 
taxes against banks. The Revenue Act of 
1951 is a good example of the utter 
disregard of the rights of banks to 
treatment equal to other businesses. We 
must unite in an aggressive effort to 
secure equitable legislation’ to eradicate 
this obvious discrimination. 


As a result, banks are finding it ne- 
cessary to devise every possible means 
of reducing expenses to a minimum. 
It may be assumed that a trust depart- 
ment incurring losses will be the first 
to feel the ax. Since salaries represent 
the major cost of providing trust ser- 
vice, any substantial reduction in trust 
department expenses must affect its per- 
sonnel. This may mean an impairment 
in the quality of the service. 

These prospects have already driven 
many men from the trust business to 
other fields. There is now an acute 
shortage in the supply of experienced 
trustmen. We used to pursue a careful 
and diligent screening process of appli- 
cants for a given position—now they 
screen us. Even more important is the 
fact that the trust business is not at- 
tracting young men and women as in 
the past. While trust work is intensely 


interesting and human, its reward to 
the individual is not as attractive as 
that available in other competitive en- 
deavors. 


Some Illusions 


Among the major factors which pro. 
duced these unsatisfactory conditions 
was the illusion that profits will come 
automatically after the expiration of a 
specific number of years after a trust 
department commenced operations 
the supposed magic period was _ five 
years. It is that the 
passage of time has no bearing on 
profits. 


axiomatic mere 


Another illusion. which still persists 
in many institutions, both large and 
small, is the expectation that volume 
will alone produce profits. The annual 
of banks almost without 
ception cite an increase in the volume of 
new trust business developed during the 
year. Very few make any reference to 


reports eXx- 


trust earnings. Based upon these ob- 
servations and from personal knowledge 
gained from close contact with trust- 
men everywhere, growth in the volume 
of trust business has been phenomenal, 
but the profit picture seems to remain 
unsatisfactory. 


Economy Possibilities 


Only further reduction in operating 
expenses or an increase in our charges, 
or both, will produce the desired re- 
sults. Much constructive effort has been 
expended by trustmen everywhere on 
economies in operation. At least two 
major committees of the Trust Division 
have worked assiduously for many 
years and have achieved remarkable re- 
sults. The Committee on Operations for 
Trust Departments has developed nu- 
merous ways of improving operating 
efficiency and effecting substantial econ- 
omies. The Committee on Costs and 
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Charges recently performed a monu- [ 
mental task in the completion of the | 


booklet “Recommended Cost Account- 
ing Procedure for Trust Departments.” 
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There is no need for any organization 
to continue to be unaware of its cost 
of operation. All of us in the trust 
business are greatly indebted to the 
members of these committees through- 
out the years who served faithfully and 
unselfishly in the interest of trust busi- 
ness as a whole. 

There is still much more to be done 
to increase operating efficiency and 
economy. These committees, and others, 
can be expected to develop new ideas 
from time to time. 

Then there is the Common Trust 
Fund. Although its prime purpose is to 
provide investment advantages for small 
and medium-sized accounts, it has been 
well established that one of its princi- 
pal by-products is lower cost of servic- 
ing trust investments. Far too few in- 
stitutions have thus far availed them- 
selves of the opportunity to utilize the 
Common Trust Fund. 


Charges Must be Raised 


However, to expect further operating 
economies alone to produce trust de- 
partment profits is pure wishful think- 
ing. The problem can only be solved by 
a realistic and firm approach to our 
charges for the services performed. In- 
creased costs in the manufacture of a 
given article which is selling at a price 
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yielding but a narrow margin of profit 
necessitates an increased price, or the 
alternative will be insolvency and eco- 
nomic oblivion. This fundamental prin- 
ciple governs all types of business re- 
gardless of character, nature or size. 
The only exception seems to be the 
trust business. 


Charges for trust service have re- 
mained unchanged for many years in 
many sections of the country. Where 
increases have been effected, they have 
proven to be largely inadequate. For 
example, in New York, statutory trus- 
tee’s commissions have been increased 
two or three times in recent years and 
yet, at the present rates, a_trustee’s 
commission for an account valued at 
$100,000, which will continue for 27 
years, is computed at $333.24 a year. 
The annual premium alone on a $100,- 
000 surety bond would be $365. The 
average New York annual fee for a 
$100,000 custody account would be 
$145. These two items together total 
$510, and they cover only responsi- 
bility and custody. There is still the 
cost of servicing the property of the 
trust. Yet the total annual statutory 
commissions to a trustee for all these 
services is only $333.24. 


The $100,000 account was arbitrarily 


\\ hen you need a fiduciary in Chicago, American 
National Bank and Trust Company stands ready to 
serve your requirements fully and efficiently. The 
experience and friendly co-operation of our Trust 


officers can help you achieve your purpose, for 


invited to call or write about any of our trust 


department services, or your own particular problem. 


Member Federal Deposit Insurance Corporation 





individuals, estates or corporations. You are cordially 


selected, but any other size, particularly 
in the higher brackets, produces a re- 
sult which is even more startling. Simi- 
lar conditions prevail in many other 
states, 


Renegotiation and New Schedules 


Except where it is impossible to take 
some affirmative action by reason of 
existing inflexible, restrictive statutory 
provisions, there is no good reason why 
we should not make a charge for our 
services which will assure us a reason- 
able profit. To attain this most desirable 
objective, costs must be ascertained 
and controlled. Present accounts must 
be reviewed and firm efforts must be 
made to adjust existing rates of charges, 
by agreement with beneficiaries and 
other interested persons. This has been 
done on numerous occasions by many 
institutions. Two years ago, Mr. Robert 
Cutler, President of the Old Colony 
Trust Company of Boston, told the 
Mid-Winter Trust Conference how his 
organization resolved to adjust their 
fees on existing accounts and were 
nearly 100% successful.* Many other 
progressive trust departments have per- 
formed similar feats. 


It is even more important that the 


*See Feb. 1950 TRUSTS AND ESTATES 84. 




































charges for new business should be ade- 
quate. Too often we seek refuge in the 
excuse that competition forces us to 
accept new business at a reduced rate 
of compensation. Actually the competi- 
tive situation, with respect to personal 
trusts at least, is often overstressed. 
Most individuals use the trust services 
of the bank with which they do their 
regular banking business. Few yield to 
the temptation of a lower charge offered 
by a competitive bank. The careful man 
or woman who has an estate which re- 
quires the expert services of a trust 
department is usually willing to pay a 
fair charge. If not, let the competitor 


have the business and the inevitable 
losses. In the last analysis, unless the 
customer is satisfied with the service 
rendered, he will complain about the 
charges even if they are nominal. On 
the other hand, satisfactory service 
will generally avoid all complaints for 
.a charge which is based on cost, plus 
a reasonable profit. 

Uniform fee schedules for trust ser- 
vices have been abandoned for many 
reasons. It is a curious fact, however, 
that in the few localities in which ade- 
quate charges are made for trust ser- 
vice, and where a reasonable profit is 
derived from trust operations, the 
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investment advisory department, operated by a staff 
of experienced ‘personnel, serves them all. It provides 
each member Jvith well-tested material specially pre- 
pared to euidf Trust Officers in making corporate 
investments. pad because of the cooperative feature 
ervice is within the reach of any bank. 


y, Suupert « Co. 


Investment Counsel 


24 Federal Street 
Boston 10, Mass. 








charges by the various institutions, 
while not identical, bear a strong re. 
semblance to each other. This is not 
due to the existence of an under-cover 
agreement or collusion, but to the 
fact that the cost of providing trust 
service of comparable quality differs 
very little among various institutions. 


Pressure From Within 


Acceptance of new trust business 
bearing an inadequate rate of compen- 
sation is sometimes due to the pressure 
of the officers in the commercial de- 
partment. A good way of overcoming 
this difficulty is to put into effect a pro- 
gram of educating these officers, on 
the organization, functions and objec. 
tives of the trust department. There 
still exists an iron curtain 
the commercial and trust departments 
in many banks. The president and other 
executive officers of these banks still 
regard the trust department as some- 
what of a necessary evil. The saying 
that men fear what they do not under- 
stand is well demonstrated in a good 
many of our banks having trust depart- 
ments. What men fear they do not trust. 
The result is often a strained, if not 
chaotic, relationship between the com- 
mercial and trust departments. 


between 


Trustmen should assume the initia- 
tive and adopt appropriate means to ac- 
quaint their commercial officers with 
all phases of trust service performed by 
their institution. Where it has been tried. 
with a determination to succeed, it has 
not failed. It is not difficult, with a 
little effort and time, to convince the 
commercial officers that the trust busi- 
ness is not a mystery; that the men and 
women engaged in it are just as much 
interested in the welfare of the entire 
organization as they are; and that the 
task of administering the functions of 
the trust department is best achieved 
by the application of the same business 
principles that govern the entire bank. 
This may be done through the medium 
of literature or personal contact, or 
both. This is a prerequisite to the con- 
version of an unprofitable trust depart- 
ment into a productive organization. 


The only major obstacle in the path 
to reasonable profits is the reluctance to 
set a price on trust service commensul- 
ate with its value. In no other business 
is there such an apologetic approach to 
the subject of a proper charge for its 
product. The trust business has grown 
up, and its product is in great demand. 
It has earned the right to ask for, and 
receive, a fair measure of compensation 
for its services. 
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Bonds 


The Chase offers trust officers and others acting in 
fiduciary capacities a well rounded service in this 
type of investment. Inquiries will receive the per- 


sonal attention of experienced officers. 


Bond Department 


THE CHASE NATIONAL BANK 
| OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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Formula Investing + 
a 
th 
TEN YEARS EXPERIENCE DEMONSTRATES MERITS tl 
si 
ir 
CHARLES F. ZUKOSKI, Jr. la 
Vice President, First National Bank of Birmingham, Alabama it 
Vi 
d 
“Ten years of formula planning have  [n addition to the earlier innovators and Investment Trust of Boston, a number of 
convinced us that it has merit. In spite of writers, as for example, Laurence Tighe of large private pension funds, and a fi 
ems See meng og Yale, Ray Morris of the Vassar Col- lengthening list of banks and trust com- fi 
its imperfections and limitations, we be- : > 
lieve it offers a better method for the tim- lege Committee and H. G. Carpenter, panies. im 
ing of investment purchases and sales now of W. E. Burnet & Co., we have had A sound investment program calls for (x 
than that of individual judgment reached studies and articles by C. Sidney Cottle, proper balance between fixed-income, cl 
cc ns ie ate ee of Emery U. (see Southern Economic defensive types of securities (for brevity to 
‘ Journal, No. 1, July, 1949), Lucile Tom- hereinafter referred to as Bonds) and of 
INCE MY 1942 paPER before this Con- _linson, writing under the title “Suceess- income-dependent, equity, and more ag- th 
ference, “A Mathematical Plan of ful Investing Formulas” (Barron’s Pub- gressive types of securities (referred to st 
Trust Investment,” there has been a_ lishing Co., 1947, 1950), Marshall D. as common stocks or as Stocks). Form- Ve 
broad increase in the use of formulas in Ketchum and Ezra Solomon, of the Uni- ya plans assume that the stock market i ef 
the buying and selling programs of in- versity of Chicago (see Journal of Busi- will continue to fluctuate, that it is wise 
vestment funds. The purpose of this ness, U. of Chicago, July, 1947, Jan. to increase holdings of stocks in a low a 
paper is to summarize the types of plans 1948, April, 1948, Jan. 1949), and the stock market and to decrease them in a uy 
evolved, to weigh some of their advan- Keystone Company of Boston, Formula high, and that the best way in which to si 
tages and disadvantages, and to deal Plan Investing, June, 1947. By 1947 one control the relationship of bonds to al 
specifically with some problems affecting writer had estimated that between a half stocks, in the different phases of the busi- | pr 
the particular type of plan with which billion and a billion dollars of funds ness and stock market cycle, is to sub- [ _ in 
our institution has had most experience. were being guided by formula plans of stitute the law of averages and a pre- CQ 
At the outset I recognize my heavy in- various types; today the total figure is determined formula for individual judg. he 
debtedness to the trust investment officer undoubtedly much larger. ment in the timing of purchases and ste 
of our bank, Carl Heartburg, and his Known users of some formula plan — sales. Formula plans have nothing to do sa 
research assistant, Grover Allen, as well jnclude: Yale University Endowment with the judgment to be exercised in the | Pp! 
as to the many other students and writ- Fund, Sheffield Scientific School Endow- _ selection of particular investments or in ) pl 
ers from whose ideas we have profited. ment Fund, Vassar College Endowment changes from one investment to another in 
It is impossible to estimate with accur- Fund, the University of Chicago, Kenyon at any stage in the market cycle; they - 
acy the volume of investment funds be- College, Oberlin College, American relate solely to Timing of changes in the | ™ 
ing administered subject to recognizable Board of Commissioners for Foreign bond-stock ratio. 
formula plans. The literature on the sub- Missions, American Baptist Foreign Mis- : th 
ject is increasing, though still limited. sionary Society, Francis I. du Pont & + Main Plans or 
rr OR Py Co., Oglebay Norton and Co., The Key- There are perhaps four basic types of pl: 
ence, American Bankers Association, Feb. 5, 1952. Stone Co., Rittenhouse Fund, Diocesan formula plans somewhat generally in pr 
_ Lai Tiel a at 
_ CHART 1 ae MS CHART 2 ; > 
BRACKET TABLE, DOWJONES INDUSTRIALAVERAGE | | ai 
RATIO 1946 1947 1948 1949 1950 1951 eee : [2 po 
oo ms mr mon mw me 4 | a! 7) | 
20 10 5.63 259.23 281.59 303.93 323 355 Cac aeage 0 i mal oS, 30 
9 20-0889 231.00 dees 2003 276 302 aT Oe, wi 
7S 25 193.53 204.08 221.68 239.27 255 279 L va 
70 30 178.70 188.44 204.69 220.93 235 258 re to 
MEDIAN 165. 174. 189. 204 217 238. Th 
70 -30_——=1S3. 78 162.17 176.15 190.13 202 222 vial 
60 40 143.32 151.14 164.17 177.20 188 207 ” in 
SOA unis aaa isan tes so epee co 
30 70 116.02 122.35 132.91 143.45 153 167  r2ses until it crosses pri 
20 = 8O_~—=— 108.13 114.03 123.87 133.70 142 156  ¢Ae medsantine ae 
10 90 100.78 106.28 115.45 12461 133 145 : 
0 100 —s- 93.93. 99.05 107.60 116.14 124 135 ' roy 
+B 3%CHANGE POINTS ABOVE MEDIAN-6.8%CHANGE POINTS BELOW MEDIAN i 
FE 
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use: (1) the constant dollar fund, (2) 
dollar averaging, (3) the constant bond- 
stock ratio or equalizing plan, (4) the 
variable ratio plan. 

The constant dollar fund is perhaps 
the simplest and consists of determining 
the dollar value in stocks which it is de- 
sired to have maintained in a fund, sell- 
ing to reduce stock holdings to that dol- 
lar value in a rising stock market, and 
increasing such holdings to that dollar 
value in a declining market, all at pre- 
determined time intervals. Take a fund 
of $100,000, with the stock proportion 
fixed at $50,000. Stocks rise in value. At 
fixed time intervals, sales of stocks are 
made to reduce their total value to $50,- 
(00. Later, stocks decline in value. Pur- 
chases are made to increase their value 
to the same total. The system is easy to 
operate. It will show limited results, 
though, unless the total dollar value of 
stocks is increased as the fund grows in 
value, it will become progressively less 
effective. 

The dollar averaging plan is specially 
adaptable to a fund which is being built 
up through new cash deposits. It con- 
sists of similar specific 
amounts of money in stocks at regular 
predetermined intervals, thereby averag- 


investing 


ing the cost at which they are bought. 
Curiously enough this average cost will 
be less than the average unit price of the 
stocks bought, due to the fact that the 
same money buys more units in a de- 
pressed market than in a high one. The 
plan is not essentially a formula balanc- 
ing of bonds and stocks. but deserves 
mention in consideration of predeter- 
mined investment plans. 


The two formula plans which have 
the widest vogue are the constant ratio 
or equalizing plan, and the variable ratio 
plan. In the former the bond and stock 
proportions of the fund are maintained 
at the predetermined relationship regard- 
less of the level of the stock market. Sup- 
pose it is determined that 70% of the 
fund is to be kept in bonds and 30‘¢ in 
stocks. As the stock market rises to a 
point where the value of stocks increases 
to 35°. sales are made to cut back to 
30°. As the market declines to a point 
where stocks constitute only 25% in 
value of the fund, stocks are purchased 
to bring their proportions back to 30%. 
This is the type of plan utilized in the 
so-called Yale Plan.* It works well with- 
in limits, but tends to operate only in 
comparatively wide market swings, de- 
priving the investor of the advantage of 
more frequent transactions in the nar- 
rower fluctuations. 


*See Feb. 1940 T&E p. 188 or Trust Bulletin. 
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Variable Ratio Plan 


To meet this difficulty the variable 
ratio plan was devised. Operation of the 
plan is based upon variations up or 
down of some well-established stock 
market average, usually the Dow-Jones 
Industrial Average. A bracket table is 
constructed, upon which all future rela- 
tionships between bonds and stocks held 
in the fund are based. This table pro- 
vides for variations in this relationship 
or ratio whereby at various predeter- 
mined rises in the average, the percen- 
tage of stocks is decreased and the per- 
centage of bonds is increased, and 
whereby at various predetermined de- 
clines in the average the percentage of 
bonds is decreased and the percentage of 
stocks is increased. This process of 
change in the stock-bond ratio is accom- 
plished either with or without reference 
to a norm or median point in the market 
fluctuation. If a norm is used. a third 
factor is introduced, a so-called median 
line or zone, expressed in terms of the 
market average at or within which the 
normal bond-stock relationship is estab- 
lished — for example, a relationship of 
60° in bonds and 40° in stocks at the 
Dow-Jones Industrial Average level of 
200. 

The variable ratio plans we use are 
based upon the median line or zone de- 
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Our analysis of the 1951 year-end reports of a group 
of outstanding banks is completed and now available. 


A copy will be sent free upon request. 


We deal actively in bank shares and are prepared to 
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vice (see Chart 1), and the remainder 
vf this paper will discuss that type of 
plan. Where it is employed stocks are 
sold only at predetermined points above 
the median, and are bought only at pre- 
determined points below the median, and 
in each case stocks are not again bought 
or sold on a subsequent decline or rise 
respectively until the market average re- 
turns to the median, at which time the 
normal bond-stock relationship is once 
more established. 


Better than Average Results 


It is mathematically demonstrable that 
a plan so constructed (originally known 
as the Vassar Plan) will produce better 
than average results in the appreciation 
of a fund and in the maintenance of in- 
come, provided (1) the stock market will 
continue to fluctuate, (2) the median is 
fixed preasonably close to the center of 
the field of such fluctuation, and (3) 
reasonable judgment and care are exer- 
cised in selection of the investment items 
purchased, retained, or sold. Under such 
conditions results will be better than 
those achieved by the constant ratio 
plan, for the reason that under the vari- 
able ratio plan advantage will be taken 
of more moderate swings of the market, 
and the holdings of stocks will be built 
up to much larger percentages at low 
levels of the market and will be sold 
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down to much smaller percentages at 
high market levels. Studies we and oth- 
ers have made over the years, both retro- 
actively and on the basis of actual expe- 
rience, have satisfactorily proven this 
fact. 

I need hardly question that the stock 
market will continue to fluctuate, or that 
trust men will continue to supply a high 
degree of judgment and care to the 
choice of investments. The pertinent 
questions will be (1) what should be the 
normal ratio of bonds and stocks at the 
median, (2) what are the most advan- 
tageous intervals at which purchases 
and sales should be timed, (3) what is 
the most desirable extent of the selling 
and buying zones, and (4) how can the 
median line or zone be fixed and main- 
tained reasonably close to the center of 
the field of market fluctuation? Here are 
the results of the thinking and study of 
our particular organization, influenced, 
of course, by what others have previous- 
ly done. 


1. Normal Ratios at Median 


We have run studies over a period of 
years, based upon a changing median 
line determined from time to time (ex- 
plained later) and upon bracket tables 
calling for reduction of stocks above the 





median in steps of 10% in the balance 
between bonds and stocks until the aver- 
ages had risen to 175% of the median, 
at which point all stocks were assumed 
to have been sold, and calling for in- 
creases of stocks below the median in 
such steps of 10% until the averages had 
declined to 57% of the median. The 
studies covered the period from October 
27, 1924 — when our median of 102 
coincided with Dow-Jones Industrial 
Average of that day — to May 6, 1950 
when, after “the new era” of the late 
’20s, the deep depression of the early 
°30s, the war period of 1939-1945, and 
the recent inflation years, the Dow-Jones 
average again coincided with our ad- 
justed median of 217. 

The studies compared ratios of stocks 
and bonds at the median lines ranging 
from 10% in bonds and 90% in stocks 
to 90% in bonds and 10% in stocks. 
The studies assumed that the stocks held 
were the stocks composing from time to 
time the Dow-Jones average, that the 
average fluctuated as in fact it did, and 
that sales and purchases were made rate- 
ably from and of all of the stocks com- 
posing the average. The studies further 
assumed that there were no capital gains 
or losses on the bond side of the port- 
folio. No allowance was made for taxes 
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on capital gains in the sale of stocks be- 
cause of the added complexity of this 
factor and because it was felt that omis- 
sion of this calculation in the testing of 
each ratio would not destroy the relative 
accuracy of the comparison being made. 


Chart 2, marked “Study of Bond- 
Stock Ratios — Principal Appreciation,” 
sets out graphically the results which 
would have been achieved, during the 
period and under the conditions stated, 
through use of a number of representa- 
tive ratios compared. All ratios showed 
good performance, but the degree of 
appreciation was directly in the order of 
the percentage of common stocks held at 
the median. Assuming a value of the 
total fund at the beginning of the study 
in 1924 represented by 100, a fund oper- 
ated on a 90% bonds-10% stocks nor- 
mal ratio would in May, 1950, have had 
a value of 275, one operated at 70%- 
30% would have climbed to 302, one at 
50%-50% to 323, one at 30% bonds- 
70% stocks to 361, and one at 20% -80% 
to 463. 


It is also observable that the variation 
in results as between ratios which might 
be regarded as reasonably conservative 
and most likely to be used by institu- 
tional investors, 70% bonds-30% stocks, 
60%-40% and 50%-50% at the median, 
is relatively light. Note, too, that the 
funds using ratios with the higher per- 
centages of stocks did not fall in value 
below those using the lower percentages 
of stocks even in the depression years of 
the ’30s or in the market breaks of 1937 
and 1942. There is good support for a 
ratio of not less than 50% in stocks at 
the median. Note, also, that although the 
Dow-Jones average was in Dec. 1946 
about two points under its level in Dec. 
1936, the values of funds under all the 
ratios rose very substantially. This is 
graphic evidence of the efficacy of form- 
ula planning. 


Income Picture 


Chart 3, marked “Study of Bond- 
Stock Ratios — Comparative Income,” 
reflects relative income earned by total 
bonds and stocks held under each of the 
different plans. The ratios compared are 
the same as those on principal apprecia- 
tion. Again, while there is some slight 
crossing of lines and the ratio 70% 
bonds-30% stocks at the median makes 
the poorest final showing, the size of in- 
come was generally in the order of the 
percentage of common stocks held at the 
median. Assuming in each case a $100,- 
000 fund in 1924, the poorest perform- 
ing fund, the 70% bonds-30% stocks, 
showed an increase in income from ap- 
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proximately $6,000 in the first year to 
one of $13,200 in 1949. The 90% bonds- 
10% stocks climbed from $5,350 to 
$14,000, the 50%-50% from $6,300 to 
$14,800, the 30% bonds-70% stocks 
from $6,900 to $18,300, and the 20%- 
80% from $7,200 to $22,100. Here 
again is good evidence in favor of 
emphasis on stock holdings. 

We also undertook a subsidiary study 
of results achieved under the various 
ratios, in an effort to show a compari- 
son of income in terms of purchasing 
power. Actual income in each year under 
each ratio was adjusted to the real value 
of the dollar, using the dollar of 1926 as 
the norm. In terms of purchasing power 
the sharp drop in dollar income of the 
great depression of the early ’30s was 
substantially lifted and the high dollar 
incomes of the latter "40s were markedly 
levelled off. Chart 4, “Income in Terms 
of Purchasing Power” shows the $4,200 
income of the 50%-50% ratio in the 
low year of 1933 was worth $6,350 in 
terms of 1926 money, and the high in- 
come of $14,800 in the year 1949 was 
worth only $9,550 in the 1926 medium. 


The relatively stable purchasing pow- 
er of income from plans operated sub- 
ject to formulas was thus demonstrated, 
as well as the need of realizing an appre- 
ciation of principal in an inflationary 
period if the productive power of the 
fund is not to lose ground. 


2. Buy and Sell Intervals 


We further undertook to test the in- 
tervals at which it is most desirable to 
make purchases and sales of stocks and 
bonds under our variable ratio plan. In- 
tervals of 5% and 10% were tested (de- 
creases or increases in stock or bond 
holdings of 5% or 10% of the total fund 
at each selling or buying point). Under 
the 5% method, it was assumed that 
stock holdings of 50% at the median, 
for example, would be reduced to 45%, 
then to 40% and so on until sold out at 
the final point of 175% of the median 
line. Under the 10% method, it was as- 
sumed that such stock holdings would 
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be reduced first to 40%, then to 30% 
and so on to the final point of sale. The 
5% method obviously would require 
more frequent transactions and might 
take advantage of narrower market 
swings. The 10% method would be more 
economical in transactions and, if as 
good or better in results, would be pref- 
erable. The study covering the 70% 
bonds-30% stocks, 60%-40% and 50%- 
50% ratios — those most commonly in 
use by us — actually showed a moder- 
ately better result for the 10% method 
than for the 25-year period. The differ- 
ence is not great but is a steadily in- 
creasing one apparently operative in all 
types of market. 


3. Zone Limits 


Is it desirable to limit the zone of 
stock selling above the median line so 
that stocks will be completely sold at the 
peaks of moderate market swings, or is it 
more desirable to defer the last sales to 
the higher stock levels achieved in such 
years as 1929? Conversely, should stocks 
be bought below the median or should 
final purchases be deferred to benefit to 
the maximum from the extraordinary de- 
clines of years such as 1932? Collater- 
ally, is it ever safe to go all in or all 
out of stocks? 
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Recognizing no fixed rule will produce 
best results under all circumstances, our 
judgment and experience has been that 
it is best to rely upon the averages. 
Based upon careful consideration of the 
market fluctuations since 1900, we have 
concluded that it is best to restrict zones 
of buying and selling to the highs and 
lows which have characterized the usual- 
ly moderate swings of the market. In 
terms of percentages we have in most of 
our plans fixed the top limit at which 
stocks will be finally sold at 175% of the 
median, and the bottom point at which 
the fund will become wholly invested in 
stocks at the reciprocal 57% of median, 
a band or zone encompassing all bull 
and bear markets except those of 1929- 
32. The studies of the bond-stock ratios 
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earlier reported were based upon such 
limits. 

One could never be certain that even 
the approximate high or low of the mar- 
ket had been attained, or that conditions 
had not changed to a point where his 
median was no longer close to the center 
of the field of fluctuation. There is al- 
ways the possibility of run-away infla- 
tion or complete economic collapse. 
Some may prefer never to reduce stocks 
or bonds below a certain minimum per- 
centage and then merely to adjust at the 
predetermined change points to that 
minimum as higher or lower market 
averages are reached. 


4. The Key: the Median Line 


Obviously the efficacy of the variable 
ratio type of formula timing, depends 
upon a soundly placed median. If the 
field of market fluctuation rises substan- 
tially above or falls substantially below 
the median line, the plan simply will not 
operate satisfactorily. A pioneer fund 
operated under a variable ratio plan 
found itself sold out of stocks at the 
Dow-Jones average of about 175 and has 
not since attained a buying point. How 
shall the median line be adjusted, with- 
out relying simply on spot judgment and 
departing from the formula character? 

The simplest method is merely an ex- 
tension of the historical trend of the 
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Southern California 
Edison Company 


DIVIDENDS 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
DIVIDEND NO. 8 


CUMULATIVE PREFERRED STOCK 

4.88% SERIES 

DIVIDEND NO. 17 
The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

252 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 

301% cents per share on the 
Cumulative Preferred Stock, 
4.88% Series. 

The above dividends are pay- 
able February 29, 1952, to 
stockholders of record Febru- 
ary 5, 1952. Checks will be 
mailed from the Company's 
office in Los Angeles, February 
29, 1952. 

P.C. HALE, Treasurer 


January 18, 1952 
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CHART 5 


DOW-JONES 
INDUSTRIAL AVERAGE 
1897-1951 


VISUALLY SET MEDIAN 
TO 1925 


mean of market fluctuation, accom- 
plished either by visual analysis or by 
arithmetic or geometric computations. 
This assumes that the rate of long-term 
growth which has prevailed will con- 
tinue. On the Dow-Jones Average (Chart 
5) a straight line for the years from 
1900 to 1925 will! fairly evenly split fluc- 
tuations above and below it and would 
have served as an excellent basis. But if 
you project that line beyond 1925, or 
seek to draw another for the years be- 
tween then and now, you will be unim- 
pressed by the sureness of the method. 
To our way of thinking it relies too 
largely upon the past and not sufficiently 
upon the current factors so important to 
the value and market level of common 
stocks. 

A second basis for median line adjust- 
ment is the so-called moving average. 
The average for the past ten years, for 
example, is taken as the present median. 
Each year thereafter, the average for the 
earliest year is dropped and that of the 
year just ended substituted. This tends 
to keep the median line within the actual 
range of market fluctuation though in 
years of rapidly rising or declining 
prices, it tends to fall so far behind pre- 





£4 


eee ec 


& 







: 


- COMPUTED MEDIAN 
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vailing levels as no longer to serve as a 
reliable base. The high levels of the late 
°20s and the low levels of the early °30s 
would have influenced the moving aver- 
age of that period to a degree where pur- 
chases would have been begun at about 
160, much too early, on the sharp down- 
swing of the market following the 1929 
high, and where sales during the post- 
1933 recovery would have begun much 
too early at about 120, a figure actually 
well below that of the preceding pur- 
chases. 

For these reasons we have worked out 
a third or so-called “sound Value” plan 
for adjusting our median. This plan is 
predicated upon the idea that the stock 
market will tend to fluctuate above and 
below the basically sound or intrinsic 
value of the various stocks which com- 
pose it. Semi-annually, based upon a sys- 
tematic study of invested capital and its 
earning power, we evaluate the stocks 
which make up the Dow-Jones Industrial 
Average, average the total unit value of 
those stocks by applying to that total the 
factor which is used in arriving at the 
daily Dow-Jones averages, and base the 
adjustment of our median upon that re- 
sulting average. By this method we have 


CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a regular quarterly dividend of one dollar ($1.00) 
per share on its $10 par value Common stock, payable 
March 10, 1952, to stockholders of record as of the close 
of business February 15, 1952. 


W. ALTON JONES, President 





TRUSTS AND ESTATES 





— 


in 


th 


nu 
po 
sh 
int 
th 
21 
lac 
ral 
tar 
his 
go 


toy 


in 
tai 


lov 
an 


$554 


— 


b3 


iS a 
late 
30s 
ver- 
yur- 
yout 
wn- 
929 
ost- 
uch 
ally 
yur- 


out 
vlan 
n is 
ock 
and 
nsic 
om- 
sys- 
| its 
»cks 
rial 
e of 
the 
the 
the 
 Te- 
lave 


\TES 


paroreanens 





Source: National Income and Earnings ; 
Department of Commerce. 


adjusted our median from a level of 
135, which I reported in my paper of 
1942, to our present general median of 
215. This sound value plan for adjusting 
the median has points of similarity to 
the so-called Central Value approach dis- 
cussed by Benjamin Graham in his book 
entitled “The Intelligent Investor” and 
in Graham and Dodd’s “Security An- 
alysis,” 1951 Edition. 

The apparently high level of the pres- 
ent median should not cause surprise. At 
the end of 1951 the dollar had a value in 
terms of the 1926 dollar of only about 
56c. Consider also Chart 6, superimpos- 
ing on the Dow Jones Average and our 
median, the additional data of national 
income and net corporate earnings. 
When you think of the expansion of our 
economy and the enormous growth in 
invested capital, sales, and earnings 
after taxes which has characterized, al- 
most without exception, the companies 
whose stocks make up the Dow Jones 
Average, it seems surprising that the 
rise in our median has not been greater. 

Actually our method of adjustment of 
the median calls theoretically today for 
a median of 250. Except for a selected 
number of accounts where an aggressive 
portfolio is desired and where we can 
share responsibility with the parties in 
interest, however, our committee has 
thought it fit to discount that figure to 
215. This has been done, not because of 
lack of confidence in our method, but 
rather as a means of allowing for the in- 
tangible limiting force of high taxes, 
high wages and other production costs, 
governmental regulation and the trend 
toward socialization. 


Favorable Results 


Do the results justify this kind of 
investment timing? No one could be cer- 
tain of the answer, for no one could say 
what alternatives he would have fol- 
lowed. We have been using the plan in 
an increasing number of accounts for 
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more than ten years, during which we 
reached points at which we bought as 
well as sold. We have our common fund 
and other trusts totalling thirty to forty 
million dollars subject to the plan. Fre- 
quent additions and distributions make 
it difficult to check the precise results, 
but we have made some tests and the re- 
sults have been favorable. 


One example is a group of three sub- 
stantial companion trusts we have been 
administering under a relatively con- 
servative 70% bonds-30% stocks plan 
since 1940. These had a composite value 
then of $1,641,607. By 1951, after ad- 
justment for additional property con- 
veyed to the trusts from time to time by 
the grantors, the assets of these trusts 
had a total value of $2,705,190, an in- 
crease of 64.8%. On the stock side the 
fund showed a total appreciation of $1,- 
043,584 on an average investment of 
$906,808. Only in one year, 1946, was 
there any decline in the total value of 
the fund and for the entire period stocks 
averaged a 5.25% dividend return. This 
was a measureably better performance, 
we believe, than would have resulted 
from ordinary fiduciary management. 


From the tests we have run, and from 
our general observation of the build-up 
in values which has occurred, we believe 
that the variable ratio plan we are using 
has produced better than average appre- 
ciation and income and has in addition 
brought to us these collateral advan- 
tages: 

(1) Under formula plan timing, the 
investor is not particularly concerned 
whether the stock market goes up or 
down. In fact at this time, he would 
relish a substantial drop for the buying 
opportunity. 

(2) It has made for easier invest- 
ment committee work and action. We 
proceed no longer on the hunches or pre- 
judices or even on considered judg- 
ments of the most outspoken committee 
members. We are not deflected in our 
action by the optimism of a bull mar- 
ket or the pessimism of a bear market. 

(3) Our customers like it, especially 
those who have had business and invest- 
ment experience. They talk to others 
about it; it has definitely brought us a 
substantial volume of new business. 


Problems to Watch 


Certain matters relating to operation 
of the variable ratio type plan require 
our continuing attention: 

(1) The best means of adjusting the 
median line. 

(2) The question of whether it is 


Union CarsBipE 


AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents 


(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable Mar. 3, 
1952 to stockholders of record at 
the close of business Feb. 1, 1952. 


KENNETH H. HANNAN, 
Secretary 














Amenican- Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared, 
payable March 1, 1952 to stockholders 
of record at the close of business on 
February 19, 1952. 

A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable March 24, 1952 to stockholders 
of record at the close of business on 
February 19, 1952. 


AMERICAN RADIATOR & STANDARD SANITARY 


CORPORATION 
, JOHN E. KING 
Vice President and Treasurer 











THE FLINTKOTE COMPANY 


30 ROCKEFELLER bLW YCRK 20, 
LALA KY 


A quarterly dividend of $1.00 per 
share has been declared on the 
$4 Cumulative Preferred Stock 
payable March 15, 1952 to stock- 
holders of record at the close of busi- 
ness March 1, 1952. 

A quarterly dividend of $.50 per 
share has been declared on the 
Common Stock payable March 
10, 1952, to stockholders of record 
at the close of business February 25, 
1952. 


CLIFTON W. GREGG, 
Vice President and Treasurer 


February 6, 1952 








Fraittifally yours 


1902 


79 Grane 


1952 


THE TEXAS COMPANY 
198th——_ 


Consecutive Dividend 


A dividend of sixty-five cents (65¢) 
per share on the Capital Stock of 
the Company has been declared this 
day, payable on March 10, 1952, to 
stockholders of record at the close 
of business on February 8, 1952. 
The stock transfer books will re- 
main open. 





Rosert FISHER 


January 25, 1952 Treasurer 
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better to delay all purchases of stocks 
after a market rise and all sales after a 
market decline until the market average 
has returned to the median, or to sched- 
ule certain purchases and sales prior to 
that time. Our thinking has been that 
stock purchases above the median and 
sales below the median will merely can- 
cel out the benefits from the preceeding 
sales and purchases. 


(3) Are there any effective means 
whereby sales in a rising market or pur- 
chases in a declining one can be deferred 
until the extremes of fluctuation are 
nearly attained? Obviously, results un- 
der such a plan, both from the point of 
view of principal appreciation and in- 
come, are likely to be improved. Var- 
ious means have been suggested, one be- 
ing Carpenter’s so-called Federal Reserve 
Board Index rule which provides that 
no stocks shall be bought in a declining 
market until the decline in the Federal 
Reserve Board Index of Industrial Pro- 
duction, from one month’s release to the 
next, is less than 1%. Another is the use 
at a change point of stop-loss buy or sell 
orders a few points off the market which 
are not executed if the current trend con- 
tinues. So far we have not persuaded 
ourselves that these means are suflicient- 
ly reliable, and they add academic com- 
plexity to a plan which must remain 
relatively simple and understandable if 
it is to command the confidence of those 
with whom we work. 

(4) Is there danger that the Ameri- 
can economy is now hopelessly and per- 
manently embarked on such an infla- 
tionary trend that the stock market will 


never, or not frequently enough in the 
future, drop to or below the median, 
however frequently or carefully adjust- 
ed, thereby forcing a progressive reduc- 
tion in stock holdings for the replace- 
ment of which no adequate buying op- 
portunities will again be indicated? 
Should this be the character of our pres- 
ent inflation, there is little hope for any 
investment program, but nevertheless 
this question must give us pause. 


(5) Is the Dow-Jones. Industrial 
Average the best available index for 
formula timing? This Average is sensi- 
tive to market changes, has been in oper- 
ation for more than 50 years, and is the 
best known of all market indices. These 
important advantages are off-set by the 
fact that this Average is over-weighted 
in some industries and under-weighted 
or entirely unrepresented in other impor- 
tant groups. Stock splits and the addi- 
tion or dropping from time to time of 
various companies have created an arti- 
ficial pattern in the calculation of the 
daily figures. Serious comparison of the 
Dow-Jones with the efficacy of other 
market averages would seem to be in 
order. 


A A A 
Stock Purchases With a Purpose 


Common stock purchases for trust 
account should not be a’ random but 
each commitment should be for a defi- 
nite reason, remarked Philip K. Herr, 
vice president of Fidelity Trust Co. of 
Pittsburgh, before the December meet- 
ing of the Pennsylvania Bankers Trust 
Conference. Stock ownership is pro- 


A Complete Trust Service 


When the need arises for 


Ancillary Administration in Canada 


we invite you to draw upon our com- 
plete facilities and a half-century of 
experience in every aspect of estate 


administration. 


CXNADA TRUST 


Company 


MONTREAL - TORONTO - 


VANCOUVER - VICTORIA 
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HAMILTON 
ST. CATHARINES - ST. THOMAS - CHATHAM - WINDSOR 
WINNIPEG - REGINA - CALGARY - EDMONTON 





- GUELPH 


HEAD OFFICE 
LONDON, ONTARIO 





prietorship and should be motivated by 
a need for greater income, industry 
representation, growth through retained 
earnings, for protection against infla- 
tion, establishment of a defensive posi- 
tion by purchase of high net quick as. 
set value, or as a switch out of an un- 
tenable position. Occasionally a commit- 
ment will far exceed the original buying 
objective in market action, thereby fore- 
ing a decision as to retention or sale. 
Mr. Herr illustrated his talk with ex. 
amples of specific securities falling into 
the above categories which, in his opin- 
ion, would be within the meaning of 
the Pennsylvania Prudent Man Law. 


A A A 


New York Savings Interest 


Rate Up 


The New York State Banking Board 
did the expected when on February 6 it 
raised the permissible dividend and in- 
terest rate to 24° from the 2% maxi- 
mum in force since 1935. The new rate 
applies to both commercial and mutual 
savings banks up to $10,000 (the limit 
set upon savings bank accounts) and for 
commercial banks the rate is only 114% 
on deposits in excess of this figure. Sev- 
eral of the largest mutual savings insti- 
tutions immediately announced their in- 
tention to pay the new rate for the cur- 
rent interest period and it is expected 
that most of the other savings banks will 
take like action soon. 


The Banking Board also set maximum 
rates for commercial bank time deposits, 
similar to Regulation Q of the Federal 
Reserve Board, and granted certain days 
of grace, a new departure for commer- 
cial banks until now. Existing dividend 
celings for the savings and loan associa- 
tions remained unchanged. 


A A A 


1951 Cash Dividends 
Second Highest 


In spite of the higher taxes on corpo- 
rate profits ruling for part of the year, 
1951 cash common stock dividends of 
listed American corporations at $5,466,- 
596,000 were only $4 million under the 
record 1950 figures, according to a 
compilation of the New York Stock 
Exchange. Of 1,054 issues listed, 961 
common stocks paid dividends. Divi- 
dends on 235 stocks were reduced, 331 
issues paid at an unchanged rate, while 
403 companies paid higher dividends. 


~~ 


oe 


PREY 


The yield of the 961 dividend paying | 


stocks, based upon year-end prices, 
averaged 6.5% against 6.7% at the 
end of 1950. 
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ONE hundred and thirty years 
ago, by special act of the legislature, the first 
trust powers ever given in the United States 
to any corporation were granted to City Bank 


larmers Trust Company. 


ENECU TOR CUSTODIAN OF SECURITIES 
MIANAGEMENT OF INVESTMENTS TRUSTEE 
TRUSTEE UNDER PENSION AND PROFIT 
SHARING PLANS 


PRANSFER AGENT FISCAL AND PAYING AGENT 
REGISTRAR 
TRUSTEE UNDER CORPORATE INDENTURES 


VIORTGAGE MIANAGEMENT 


ity Bank Farmers 
cuasseno os L7Ust Company 


Head Office: 22 William Street. New York 


Uptown Office: 610 Fifth Ave. at 51st Street: Brooklyn Office: 181 Montague Street 


Information may be obtained through any branch 
of The National City Bank of New York 


Seattle Public Library 
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A Symposium 90 





WHAT THE TRUST DEPARTMENT SHOULD TELL— 


—ITS CUSTOMERS... ns 





‘ 

‘ THOMAS H. BEACOM om 

\fce President, The First National Bank of Chicago + 

: “WN 

ENERALLY SPEAKING, we have two ; trustee, and addressed to a trustee from ships confidential down to the last detail, we 
kinds of customer — the present : a proper source, must have frank and Some refusals to publicize income and os 
and the prospective. ‘honest answer. outgo are based on the theory that an cs 
The customers: we have, we should In this connection, I recall an elderly — institution is safeguarded by indepen- “ 
keep, and that means — give them at- woman who was a stockholder and, as dent bank examiners and the individual * 
tention; give them good work: make such, wanted to know from one of the customer should police only his own ac- = 
them want to commend us to their officers how much he was paid. The offi- count. an 
friends, our potential customers. cer told her, saying he thought she had There is room for two schools of be 
If our order of priority is correct, it @ right to know. She then asked him thought. The bank which takes its hair ”r 
follows that the trust department must how much outside income he had. To down on every conceivable matter and ‘ec 
tell its existing customers everything that question he replied that he thought — the bank which merely generalizes about - 
they have a right to know and should the matter wae distinctly * none of her the scope of its trust business may not dis 
tell prospective customers anything they business.” Forgetting Emily Post for a have equal appeal for all people, but ae 
may rightfully want to know. moment, was that answer wrong? It was each should be able to attract a clientele. lis 

ret the trust department "° More impertirent than the question. " P ee ' 

i ey ee, ei. The question itself was irrelevant, based Accuracy with Courtesy - 
must tell the hag ee ype on a false assumption that there is some In a booklet recently published by our : 
yo Po _e th hy To. wow seh exact, ascertainable. mathematical rela- own bank, and designed primarily for - 
pe dy * a prose age en 0 pee tionship between income and integrity. prospective customers but secondarily “a 
desirable always an tell the whole eruth. How about questions relating to per- for existing beneficiaries, we quoted a 
It would be unwise to say: “You are go- sonal habits? Surety companies do not from certain w ills. Probated wills, of aa 
ing to die; you should make a will.” It look apes gamblers as good risks in a_ course, are public documents; any one sain 
might be better simply to say: “You fiduciary job. Neither do trust custom- can examine them. Notwithstanding, we me 
en ccs in Gl te he lealiabad ers. Men who dedicate themselves to the inserted footnotes stating that family -. 
statement, you would have told the truth, stewardenip ot are people's phere members had consented to the publice- pre 
aan nothing but the truth; bat since you forfeit the right to have certain activi- tion of the will extracts but had request- | |, 
weub thinking tn terme of an advertice- ties treated as personal privileges. We = ed that their identities not be publicized. pes 

; sini hasized cannot make the mistake of thinking that We felt that common courtesy dictated 
rae a oe sie es hol, ee" questions about our income and habits the course we followed, even though ' 
ee err oa ert a 8 °* are all to be brushed aside as gossip. some people might be skeptical about the to 
: ; The customer may think he is talking authenticity of the quotes without the not 
By reason of the fiduciary relation- about “safety factors” — just as he is authors’ names. Since it was our pur- P 
ship, some facts cannot properly be dis- when he asks how much fidelity insur- pose to inform our customers that there ¥ 
closed even to an existing customer. For ance we carry, how many policemen we was a right and a wrong way to say | 
example, the transactions in the account hire, what precautions we take to protect things, a sound and a faulty way of giv- the 
of John Doe are not to be discussed with our vaults. He may want to know how we ing powers bs 6 theekie. we OR ee a 
Richard Roe unless, of course, John Doe safeguard monies and securities in tran- amples, even from anonymous sources, “~< 
himself authorizes disclosure. John has git from one city to another. These ques- would be useful. . the 
the right certainly to know every detail tions are clearly legitimate. ; se col 
that concerns his own account: indeed, : es eet ; What One Bank Tells Prospective 

there is not much that he can ask that Answering Institutional Questions Scanian t 
he is not entitled, under the law, to know. Have customers, actual or potential, Finally, | should like to summarize nn 
ile Matas: Beaalalides the right to know how much property what we try to tell the prospective cus- “7 
peroneal we hold, what income the bank earns tomer. First, we believe that a customer | ,j, 
— from fiduciary commissions, what ex- must have complete confidence in his nol 
Any inquiry that is relevant to a legi- penses the institution has? Obviously, chosen fiduciary. Once the selection is rm 
timate purpose, including questions de- categorical answer is not easy. Some made, the fiduciary should be given ™ 
signed to bring out facts which might banks disclose these matters; some do enough authority to cope with any fore- * 
prove or disprove the integrity of the not. Trust business is full of business seeable emergency. We tell prospects that ion 
a nr a eT Some of our reticence is rooted _ if they have not enough confidence in the ma 
Bankers Association, Feb. 4, 1952. in the habit of keeping trust relation- integrity of the trustee to confer broad a 
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powers on the trustee, they should look 
for another in whom they can repose un- 
qualified faith. 


Secondly, we urge the customer to 
check our judgment with that of his 
other advisors, particularly his lawyer, 
his insurance counsel, and his accoun- 


tant. 
Contents of Booklets 


Third, we eliminate as much as we 
can of the mystery attached to the trust 
business. We entitled our last booklet 
“What You and Your Family Should 
Know about the Trust Business.” We 
could not tell all that all people might 
want to know, but we thought it was 
possible to tell enough of what most peo- 
ple were interested in to justify the 
name. We knew the title was long, but 
we thought it was personal; we felt it 
would catch attention, and was not mis- 
leading. The results have vindicated our 
initial judgments. Overruling some ob- 
jections, we used pictures. We talked 
about our mechanical equipment. We 
discussed investing problems which we 
called “the key to sound trust manage- 
ment”: underscored the basic impor- 
tance of the estate plan: discussed close- 
ly held business interests and family 
corporations. We described the purposes 
and advantages of trusts, the care taken 
to protect securities, the duties of an 
executor, and told why we thought a will 
essential. We included, after some in- 
ternal debate, a page on retirement plans 
because so many people are dying these 
days under the coverage of this type of 
protection; and, finally, we sent out our 
mailings under covering letters signed 
personally by the head of the bank. 


We tried. in one comprehensive story, 
to tell nothing but the truth; but we did 
not try to tell every last bit of it. 


Purpose and Method of Advertising 


In planning advertising, keep in mind 
the questions that come up day by day. 
This is a good thing to do in building 
any bridge of communication — letter, 
the spoken word, newspaper ads, radio 
commercials, billboards. or television. 


Trust service is an intangible. It can- 
not be sold like a pair of shoes. A man 
will buy it only when convinced that he 
needs it. A conviction of need develops 
slowly: the time of decisive action can- 
not be forecast with accuracy. Some- 
times a man is moved to make a will or 
plan his estate because he suddenly 
makes a large fortune; sometimes be- 
cause his next door neighbor drops 
dead; sometimes because he has had an 
accident or a sudden pain in the chest. 
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These are unpredictable events; they 
are the things that pull the trigger of 
resolution and move a man to action. We 
want to be on his doorstep or near at 
hand when that time comes. Our aim is 
to keep our bank in his consciousness so 
that when the idea of a trust occurs to 
him it will be associated with a favor- 
able thought about our trust department. 


Reporting to Present Customers 


In dealing with customers already on 
the books, we try to follow three simple 
rules. We aim to be accurate, prompt, 
clear. Accuracy is our stock-in-trade. We 
cannot afford, in the trust business, to be 


approximators. We must be on time. If 
we want to keep our customers satisfied, 
we must time all of our actions to suit 
not merely their needs but even their 
convenience; the eight-hour day and the 
five-day week they say is our problem, 
not theirs. Finally, it will not be enough 
to be accurate and prompt if we are not 
also clearly understood. The rule in 
these matters is not to be so clear that 
an expert can understand us but to be so 
clear that the average person will not 
misunderstand us. 

We were much concerned about our 
statements to beneficiaries. They were 
black photostats, hard to read, and full 


From a trust officer’s talk 
20th Mid-Continent Trust Conference 
Drake Hotel, Chicago 
November 8, 1951 


“Don’t try to set up your own home- 
made advertising program unless you 
have been trained in advertising. The 
wisest money you will ever spend will be 
spent with an experienced advertising 
concern that devotes its time and money 
to keeping abreast of the needs of the 
public whom we would like to serve. 


“The fee on one estate of $75,000 
will pay for a 2-year well-organized 
advertising program, using a selected 
list of 500 prospective customers.” 


* * 


* *% 


This trust officer’s bank has used 
Purse service since 1943 to develop 
business for its trust department. 


% * 


Without 


ai * 


obligation, write for 


information about Purse service. We 
can show you how a modest invest- 
ment in it should prove very profit- 


able for your bank. 


THE PURSE COMPANY 


CHATTANOOGA, TENNESSEE 


CHICAGO 


NEW YORK 
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of mystic abracadabra, useful to us but 
meaningless to our customers. Most trust 
accounting systems are designed to sim- 
plify internal controls; most machines 
are operated to assure accuracy of rec- 
ords and prompt handling of collections 
and remittances. The customer gets what 
is left as a by-product of the accounting 
system. 


We reversed our thinking to the ex- 
tent of aiming originally at a statement 
which the average customer could under- 
stand. We then adapted our internal pro- 
cedures, to accommodate them to the 
objectives we had set. Oddly enough, we 
found, that we did not have to make any 
material changes in our internal proce- 
dures nor add anything to our costs in 
order to get out the kind of statement 
most customers could understand. 


We eliminated practically all abbre- 
viations, symbols and mysterious signs 
that formerly, for purposes of internal 
operations, we had frozen into our ad- 
dressograph plates. We quit showing the 
carrying values of securities, and instead 
adopted a simple list of holdings without 
any dollar tags. We used to list stocks at 
their par figures, and for no par shares, 
at an arbitrary figure of $1 per share. 
Fifty shares of no par would show at 


—ITS PRESIDENT . . 


$50, and fifty shares of $100 par at 
$5,000. Each might actually have cost 
$2,500. Customers, remembering the 
costs, would think they had lost money 
or made money. Confused and annoyed, 
they would take up our time and theirs 
getting an explanation. Often, because 
embarrassed to ask questions about 
something they felt they should under- 
stand, they nursed their grievances in 
silence. 

Nothing we have ever done to im- 
prove customer relations has done so 
much for us as this simple accounting 
statement. It looks like a typewritten job. 
It is on standard letter-size paper, with 
no ruled lines, no printed headings. It is 
given out in a leather ring-binder holder. 
The first page is a summary for the pe- 
riod reported: the details are on suc- 
ceeding pages. 

It is not perfect. but we like it and 
more important — our customers like it. 
Since we can write anything into it that 
needs to be written about the financial 
transactions in an account, we think it 
is a very useful tool for the trust depart- 
ment to have. It doesn’t tell us what we 
should tell the customer; but if we can 


tell it what we want the customer to 
know. the machine will take it from 
there. 

oo 


WALTER KENNEDY 


President, The First National Bank of Montgomery, Alabama 


HE INFORMATION THAT SHOULD BE 
ee to the president of a trust 
institution will necessarily vary and to 
a large degree, will depend upon the 
extent of the president’s participation 
in trust affairs. 


For the purpose of this talk when- 
ever the President is mentioned, I am 
referring to the Chief Executive of the 
bank, regardless of what title he may 
have, and since commercial banks with 
trust departments far outnumber the 
trust institutions which limit their activ- 
ities strictly to trust work, this discus- 
sion will be conducted largely from the 
viewpoint of a commercial bank with a 
medium sized trust department, for in- 
stance, say thirty-five million dollars of 
personal trust assets and twenty-five 
trust employees. 

Information which a trust department 
might be expected to furnish its presi- 
dent, logically falls into five groups: 
Investments; Customer Relations: km- 
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ployee Relations; Operations and Busi- 


ness Development. 

\fter more than twenty years of inti- 
mate contact with trust work, I am more 
than that 
management is the essence of trust busi- 


convinced ever investment 
ness, There is nothing in the regulations 
which makes it mandatory for the presi- 
dent of a trust institution to be a mem- 
ber of the Trust Investment Committee, 
but if the president really wants to know 
what is going on in the trust department, 
and how its affairs are conducted. that 
is the place to find out. 

If this committee performs the fune- 
tion which the regulations intend and 
the president is a regular attendant at 
the meetings, he will get a very good 
idea of how the trust department con- 
ducts its business. In cases of unavoid- 
able absence, the president should make 
it his business to read the minutes to 
keep fully informed. 


While the primary function of the 


Trust Investment Committee is the re. 
view of assets and accounts, the accept. 
ance of new: trust accounts, and _ like. 
wise the termination of trust accounts. 
are frequently handled in this Commit. 
tee. In any event, the nature of new 
trust accounts and the reasons for the 
termination of old accounts are matters 
in which a president should be inter. 
ested. 

While administrative matters are not 
customarily discussed at Trust Invest- 
ment Committee meetings, it is more 
than likely that current problems will 
be aired. In any event. it is the definite 
duty of the head of the Trust Depart- 
ment to acquaint the president with any 
controversies with customers that may 
conceivably result in claims or suits, 
whether the complaint is believed to be 
justified or not. If the customer is dis- 
turbed to the extent that he will prob- 
ably mention the matter to the presi- 
dent, it is a good idea to get the De. 
partment’s version to the president first. 


Trust personnel administration should 
be handled as far as possible within 
the department. Personnel management 
policies will vary in each institution, but 
generally speaking, an increase in the 
department staff. increases in salaries, 
or anything that will affect the Bank’s 
earnings, should be approved in  ad- 
vance by the president or some officer 
but the 
largest institutions, the president should 


designated by him. In all 
have some knowledge of the work of 
the members of the trust department 
staff, either through merit ratings or 
progress reports or other similar means. 
It is often possible for an executive to 
be familiar with the scope of an em- 
ployee’s work and his degree of effici- 
ciency through means of personnel re- 
know 


the emplovee by name when he sees him. 


ports even though he may not 


Loss Data 


Profit: and 


\ monthly profit and loss statement 
is a must on the information list for the 
president. It should include appropri- 
interdepartmental charges and 
credits which will permit the reflection 
of a true picture of the department’s 


ate 


income and expense, indirect as_ well 
as direct. A trust department’s income 
is apt to vary widely from month to 
month on account of non-recurring fees, 
therefore. monthly reports should be 
rendered in comparative form with the 
corresponding period in the preceding 
year. 

(ny unusual expenditures which are 
large enough to materially affect the 


Bank’s expenses should be discussed in 
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advance; likewise. changes in 
methods that may affect operating ex- 
penses or banking operations. 


any 


It is the obligation of the president 
to be familiar with the schedule of trust 
fees. Therefore. any change in the fee 
schedule, or proposed deviation from 
the regular schedule, should be dis- 
cussed with the president. Failure to do 
so may subject the president to embar- 
rassment with customers, 

When any irregularity of importance 
occurs in the trust department, it’s a 
good idea to give the president an ac- 
curate report because sooner or later 
he is apt to hear about it through the 
grapevine, and he may get a distorted 
version. 

Examiners reports customarily are 
received by the president as a represent- 
ative of the Board. After each examina- 
tion of the trust department. the depart- 
ment head should prepare a written re- 
port to the president commenting on 
each item in the section of the exam- 
iners report described as “Matters Re- 
quiring Attention.” This report should 
state the affirmative actions being taken 
to improve “the matters requiring. at- 
tention,” and should also include any 


of the 


which appear worthy of discussion. 


other items examiners report 


The president should be advised of 
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the new business development program. 
He should know what type of program 
is being conducted, and what individual 
prospects are being actively solicited. 
Often the president may be in a posi- 
tion to speak a word that might have 
considerable weight with a trust pros- 
pect, or he might know that one of the 
commercial officers can be of help in a 
particular case. On the other hand, 
sometimes a new trust customer may be 
a good potential customer for other de- 
partments of the bank, and this should 
be made known to the president. 


A monthly business development re- 
port should be rendered including a 
statement of the various advertising me- 
dia used. the number of business solici- 
tation calls made, a list of new appoint- 
ments consummated, and a list of ap- 
pointments pending. Such a report not 
only informs the president of the new 
business activity. but it brings to the 
department head’s attention the effec- 
tiveness of his new business program. 


Instead of burdening the president 
with a lot of figures and reports that 
he may not read, if you can obtain his 
active participation in the regular meet- 
ings of your Trust Investment Commit- 
tee, he will learn most of the things 
about your department that he needs 
to know. 


R. M. ALTON 


Vice President and Trust Officer, The United States National Bank of Portland, Oregon 


HE INFORMATION LEGALLY NECES- 
‘ pl for the Directors of National 
Banks is set out generally in two prin- 
cipal directives. (1) “The Duties and 
Liabilities of Directors of National 
Banks”' and (2) “Regulation F, Trust 
Powers of National Banks.” It is be- 
lieved that comparable legislation and 
regulation govern trust operation under 
State authority. 


These directives place the supervision 
of the Trust Department on the Board 
of Directors and make them responsible 
for the acceptance of business, the de- 
lermination of trust policies, the invest- 
of funds. review of the 


ment and a 


‘Duties and Liabilities of Directors of National 
Janks Form 1417 Treasury Department, Office 
Com;.troller of the Currency. Revised December 1, 
1940, 


“Trust Powers of National Banks, Regulation F, 
Board of Governors of the Federal Reserve System, 
as amended effective February 5, 1951. 
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action of all committees appointed by 
the Board for the conduct of the Trust 
Department. To effectuate this super- 
vision. the directives require the ap- 
pointment of an executive officer quali- 
fied to administer trusts and of oper- 
ating committees whose action is to be 
recorded in minutes kept by each. The 
crucial committee is the Trust Invest- 
ment Committee. This committee is re- 
quired to approve the investment, re- 
tention or disposition of all trust funds. 
and to review, at least annually, all 
assets in each fiduciary account to de- 
termine their safety, current value, and 


the advisability of retention or dis- 
position. 
The directives further require an 


Examining Committee composed exclu- 
sively of Directors, to audit the Trust 
Department, at least annually, to con- 
sider the National Bank Examiner’s re- 


port with its criticisms, and with this 
information to report to the Board in 
writing on at least two phases of the 
operation, (1) whether the required re- 
view of assets has been made, and (2) 
whether trust funds have been held 
overly long before investment or dis- 
tribution. 


In many moderate sized banks the 
executive officer of the Trust Depart- 
ment augments this information by 
personally reviewing the minutes of the 
Trust Investment Committee with the 
members of the Directors Examining 
Committee just preceding the monthly 
Directors meeting. 


Such a meeting presents a golden 
opportunity for the executive officer of 
the Trust Department to call the atten- 
tion of the Directors to the many mat- 
ters that we believe they should know 
but which do not appear in committee 
minutes: the investment policy. the de- 
partmental balance sheet. the use or 
failure to use the marital deduction in 
wills, the impact of taxes on the liquid 
assets of estates, and the uses of dis- 
cretionary authority the department is 
called upon to exercise. Here also is a 
logical place to call in the trust invest- 
ment officer to discuss with the Di- 
rectors Committee the investment pol- 
icy. market conditions as they appear 
at the moment, and the effect of the 
market on individual trusts. 


In addition, many trust executives 
request the President's approval for 
placement Of Directors and outstanding 
local citizens on committees required 
under various community trusts; com- 
mittees whose duty is to select recipi- 
ents for student loans, to choose chari- 
ties where discretionary authority is 
authorized, or is of such nature as will 
tend to increase the interest of the Di- 
rectors and local men of standing in 
a knowledge of the Trust Department. 


Three Areas of Information 


This constitutes. I believe. most of 
the information legally required for 
Directors. augmented somewhat by the 
opportunism of an alert trust executive 
officer. Here. however. seems to be the 
point at which we must conclude what 
additional information is either neces- 
sary or advisable. While each of us 
would have divergent ideas on this sub- 
ject, we might all agree on three gen- 
eral areas of information: first, to dif- 
ferentiate between the liability pro- 
duced by the opening of a bank ac- 
count and that created when a trust is 


accepted; second, that phase of our 
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business wherein we accept a_ social 
obligation as well as a trust liability; 
and third, that phase requiring the util- 
ization of technical skill. 


Under the first phase, in banks of 
deposit so much of the visible effort is 
directed to commercial accounts and 
credit information that the less visible 
effort incurred in the handling of trust 
assets creates a situation wherein the 
trust activity is overlooked or minimized. 
The trust activity and its attendant lia- 
bility should be emphasized to the 
Board of Directors in such a way that 
they will recall the difference between 
the relationships created by each; real- 
izing that in bank accounts the deposits 
are repaid usually on demand and in 
money, while the trust relationship en- 
visages the return of deposited items in 
kind, subject only to such changes as 
prudence has dictated during the life 
of the trust. All Directors know this 
fundamental difference, the problem 
being, to continuously bring it to their 
attention in competition with the swift- 
ly moving problem of ever changing 
loans. The fact that little or no capital 
is employed in the handling of trust 
accounts further tends to minimize the 
interest in trust assets, as even spectacu- 
lar trust investment success brings no 


corresponding enhancement in the state- 
ment. Stress should be laid on the fact 
that no news is good news so far as 
trust operation is concerned, but that 
no news is not an indication that the 
activity has been lessened or that lia- 
bility is non-existent. Here is a rich 
field in which each of us should work. 


Community Obligation 


In the second phase of our business 
dedicated to social values, stress should 
be laid on the increasing segment of our 
communities affected by trusts having 
a community background, for example, 
those in which we deal not so much 
with individuals as with classes or 
groups of our community society; or 
those in which our success or failure 
will be judged by other criteria than 
the simple production of income or 
capital gain and loss. The Director 
should know of the hundreds of student 
loans; the discretionary application of 
income to hospitals; the arrangements 
for the medical lectures by outstanding 
world specialists before the Medical 
Association and the Medical School; 
and the distribution of Christmas pres- 
ents to poor children; those trusts in 
which the display of diplomacy and tact 
make such a tremendous difference in 





the public attitude toward the bank as 
a whole. 


The Director should 
quainted with the terrific impact on in. 
dividual lives in the exercise of discre. 
tionary authority for distribution of 
principal in cases of necessity and 
emergency. He should know of our 
guidance of young people. the main. 
tenance of family homes, the protec- 


also be age. 


tion of elderly persons. all of which 
call for a warm and sympathetic under. 
standing of human nature, and wherein 
the trust officer often acts as a helms- 
man for otherwise rudderless people. 
The Director should appreciate _ that 
often an attempted surcharge may be 
based more on an antagonistic personal 
relationship existing between the trust 
officer and the beneficiary than on 
alleged negligence in handling of assets. 
He should appreciate that in these cate. 
gories the trustman is expected to be- 
come almost an economic priest in deal- 
ing with both the public and the benefi- 
ciaries. 


The Director know of our 
continuous struggle to create amity and 


should 


good will with attorneys, accountants, 
security dealers, and real property man- 
agers, all of whom view with a jaun- 
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diced eye our seeming encroachments 


on their particular fields. 
Special Skills 


In the third phase. that of technical 
ability, we should like the Director to 
know that those dealing with the Trust 
Department are furnished a galaxy of 
talents combined to make an efficient 
economic team for better service to all: 
estate analysts, legal experts. investment 
men. accountants, income and estate tax 
men. mortgage men. real estate men. 
as well as experts in probate administra- 
tion: men who know at first hand the 
impact of estate taxation, how to avoid 
some of it by proper estate analysis, and 
who serve the trusts with skills sharp- 
ened by daily experience. 

With the permission of my President. 
| interviewed some of our Directors in 
an effort to determine what additional 
like to 


about our Trust operation. Through our 


information they would have 
policy of giving them both the good and 
the bad news, and our policy of rotation 
on the Trust Examining Committee and 
the other committees created under vari- 
ous trusts, | found them surprisingly 
well informed on those things required 
by regulation. | further found that ad- 
ditional would be 
comed on the organization of the de- 


information wel- 
partment. the possible trust liabilities 
and how these liabilities might be esti- 
mated, and what measures. if any. 
should be taken to protect that liability. 
Many did not realize the public rela- 
tions exposure created through the con- 
tact. of the department with both indi- 
viduals and the community at large. 
Few realized the intimate personal re- 
lationships created between the trust 
oflicer and the beneficiaries in discuss- 


Photo by Mary Leach of Banking 


Swayne P. Goodenough telling What the 
Trust Department Should Tell Its Stock- 
holders, as fellow speakers Walter Kennedy 
and Robert M. Alton look on. Thomas H. 
Beacom, the fourth participant in this round- 
robin on What the Trust Department Should 
Tell, is only partly visible to the left. 
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ing family problems and the application 
of discretionary authority to the solu- 
tion of personal situations. 


While it is perhaps not within the 
limits of this discussion to attempt to 
solve the means by which this informa- 
tion should be given the Director, it is 
fitting. I believe, to indicate quickly 
some of the things that might be done. 
The first step would be, of course, to 
rotate the Directors through the Di- 
rectors Examining Committee and 
through those committees set up under 
wills and trusts requiring the exercise 
of discretion in the distribution of a 
testator’s charitable and public benefi- 
cence. The trust officer should. with the 
permission of the President, call upon 
the Directors periodically, not only to 
give them information but also to get 
their opinion on the multiplicity of prob- 
lems which are the concern of the Trust 
Department and on which the Director 
is an authority. Finally. I can think 
of nothing that would be of greater in- 
terest to the Director than a Directors’ 
Forum, wherein the trust officers who 
are specialists in their respective fields 
would explain the trust organization 
and their particular role in the opera- 
tion. Every Director would be interested 


in a typical estate analysis, the impact 
of estate taxation, trust investment pol- 
icy and market conditions, training pro- 
grams for personnel, the necessity for 
probate administration, the utilization 
of the marital deduction, and the pos- 
sible use of charities for the minimizing 
of taxes. These are all matters in which 
the Directors have intense personal in- 
terests. 


It is self-evident that the public will 
hold no greater appreciation or respect 
for the Trust Department than does the 
Board of Directors. It, therefore, be- 
comes vitally necessary that we as- 
sume the responsibility of so informing 
them on the conduct of the Trust De- 
partment that, based on that intimate 
knowledge, the Director will not fail to 
select it for his fiduciary needs. 


It is my considered opinion that Di- 
rectors feel a greater responsibility in 
accepting an appointment to the Board 
than is generally realized. They are most 
anxious to receive all information that 
will better fit them for that responsi- 
bility. They feel, I believe, that they are 
accountable, not only to the sharehold- 
ers who elected them. but also to the 
entire community. 
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SWAYNE P. GOODENOUGH 


Vice President, Lincoln Rochester Trust Company, Rochester, New York 


UR FIRST CONSIDERATION should be 
Q that stockholders have the same 
human interests as other people. That 
being the case, let’s tell stockholders 
what we tell other people. that life is 
short, it’s later than you think; that our 
department can extend your influence 
beyond this short life span and, in many 
cases, save your Estate money if you 
will make a proper Will and name our 
department as Executor. 

It might be well if we informed our- 
selves how many of our stockholders 
are men, how many women. what are 
their holdings, how many are using 
Trust services. We have 4,900 holders 
of our 330,000 shares. Eighty-three per 
cent of the stockholders own 25% of 
the shares. No individual or family 
group owns in excess of 3% of the 
stock. Forty-six per cent are women, 
40°% men, 9° hold stock jointly, 5% 
hold institutionally. 


Of the holders of 100 shares or more. 
eliminating institutions and holders liv- 


ing at a distance, there are 717 who at 
present prices have an investment of 
$5.000.00 or more in our Company. 


Checking this list of 717 against our 
Trust Department file, we found 141 
have Wills on file with us, 74 of this 
number have other Trust business with 
us; in addition, 57 have Trust business 
with us, but not Wills on file. A total 
of 198. or better than 20% have some 
Trust connection with us; the balance. 
519, have top priority on our Trust 
prospect list. As bank stocks are not 
usually the first stock acquired by in- 
vestors, perhaps we may assume that 
many of our stockholders have addi- 
tional securities and may have use for 


investment service or Custodian Ac- 
counts. 
Stockholder prospects are already 


partially sold, They have already dem- 


onstrated their confidence in our insti- 
tution by investing funds in its stock. 


(Please turn to page 114) 
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: +Ex-dividend current month. n—new series; old, 190.0 Peete 
tHigh reached current month. r—plus rights. fn, se 
COPRIGHT 19 





**Became balanced fund in 1945. 
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vast eo mo. Div. %| Prin. Less | 5-Yr. Avg. 

— | Cum. Cap. | Thyestment 

Invest. Cap. | Distr. (Bid) I - 

Inc. Distr. | 1/31/52 | “Beome 4 
3.56 5.05 | 7109.3 | 4.06 
3.25 3.97 169.2 | 4.11 
4.08 2.29 4173.0 | 3.82 
3.72 5.17 7135.1 | 3.96 
3.91 2.45 179.8 | 3.83 
| 3.80 2.28 163.7 | 3.94 
143.11 3.89 1.15 119.4 3.82 
13047484 2.90 107.6 | 4.98 

157.4 { 4.22 2.10 | 132.0 | 4.12 e 

180.2 | 4.23 2.44 171.0 | — © 
135.0 3.81 t1.74 111.1 | 4.17 

156.8 } 3.89 4.76 | 147.7 ~~ 
145.0 3.78 2.52 125.0 | 3.99 

161.4 3.99 6.38 143.4 | 3.82 e 
154.1 3.22 3.05 134.2 | 3.68 
162.3.4,,3.68 2.30 | 1291 | 3.68 

189.3 | 3.83 4.79 174.0 wt 
221.2 | 3.56 3.79 | $1616 | 2.98 
167.2 |} 3.86 3.26 138.0 | 4.00 
97.1 | 4.61 8.45 | 123.7 | 5.39 
202.0 |} 4.75 3.15 168.0 | 5.01 
186.6 |) 4.62 443 | 1646 | 4.43 
166.4]) 4. 4.32 | 93.6 3.62 

143.2 3.37 | 1319 | 5.77 @ 
164.5 2.56 | 7137.5 | 4.35 
208.7 2.53 179.7 | 3.82 

214.2 2.17 | 187.3 | 5.03 e 
94.4 — | 73.2 | 3.84 
239.9 2.50 | 206.7 | 4.36 
234.8 3.05 | 190.0 | 5.17 

171.7 5.49 | 4137.2 | 4.26 
190.0 4.14 | 137.9 4.07 
213.4 4.88 | 1685 | 4.61 
121.8 5.70 | +815 | 3.78 
192.0 5.36 | 7133.9 | 2.98 
194.9 6.98 | 7150.5 | 3.24 
181.2 2.77 | 1710 | 4.98 
202.7 fF 2. 4.70 | 165.7 | 3.69 
160.5% 2.61 4.72 | 4137.9 3.22 
237.8 | 3.50 6.70 | 189.9 | 4.10 

106.9 | 5.84 96.4 | 6.12 
156.2 | 3.86 5.58 | 4129.2 | 4.07 
(70.5 | 4.32 5.07 | 137.7 | 4.68 
133.0 | 5.74 — | 1093 | 4.51 
223.3 | 13.08 7.85 | 161.3 | 3.40 

07.8} 3.80 2.28 | 203.2 | 3.65 @ 
441 | 1479 | 4.12 


30, 1939. 


nts fig obtained by dividing such dividends accruing over 
yd endl} With the stated date by the average of the twelve 
ing ending on the corresponding date. 

N Di ION column (18) represents percentage of 


Capital gains or any other sources, for the current 


AFTER 1939 are given an initial index number 
business equal to the average of all those stock 
at the time. 







***Not included in balanced or stock average. 
****Name changed from Russell Berg Fund. 
**#*#**Name changed from Nesbett Fund. 
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Ohio's Oldest Trust Company 
Offers om Fiduciary Service 


THE CENTRAL TRUST COMPANY 
Cincinnati, Ohio 


We Offer a 
COMPREHENSIVE INVESTMENT 
AND 
DEALER SERVICE 
ALL CLASSES OF BONDS AND STOCKS 
including 
PUBLIC UTILITY—RAILROAD—INDUSTRIAL 
FOREIGN ISSUES 


We Are Particularly Adapted to Service Firms 
With Retail Distribution 


Your Inquiries Solicited 


P. F. FOX & CO. 


120 BROADWAY, NEW YORK 5, N. Y. 


Telephone Teletypes 


REctor 2-7760 NY 1-944 & NY 1-945 


Fundamental Investors, Inc. 


Manhattan Bond Fund, Inc. 


Diversified Investment Fund 


Diversified Preferred Stock Fund 


Diversified Common Stock Fund 


PROSPECTUSES AVAILABLE ON THESE MUTUAL FUNDS 


48 Wall Street HUGH W. LONG AND COMPANY 
New York 5 Incorporated 


New York Chicago Los Angeles 
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owner of the business. it is 
our duty to keep the stockholder in- 
formed of the growth of our department. 
new services, what we are doing for 
others and at what reasonable costs. We 
can assume that as an interested owner, 
he will want to know about personali- 
ties in our Trust Department, any 
changes in personnel, methods. equip- 
ment or quarters. 


As an 


Methods of Approach 


How can we best approach the stock- 
holder group as a whole? First of all. 
there is the President's Annual Report. 
In the first half. our President reports 
on the overall business of the bank; in 
the second half, with plenty of pictures. 
he describes some particular phase of 
our bank’s activities. One year it will 
describe checking functions. another 
year community relations, One year we 
devoted the space to the Trust Depart- 
ment—with pictures in abundance 
of informal groups. individual shots of 
the Trust Officers, a picture of the Di- 
rectors Trust Committee. and a_ brief 
history of the department, its functions 
and facilities. We gave a few short in- 
teresting examples of typical Trust ser- 
vices and featured the growth of the 
Trust Department through the years. 






Trust Department—Fresno Branch 


WE take pride in our ability to provide 
staff, facilities, vaults, quarters and equip- 
ment capable of handling estate and 


trust affairs of any size. 


TRUST DEPARTMENT 
Largest Trust Business in the West 
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This year we feature our employee poli- 
cies, which will let our stockholders 
know of Managemen|{’s interest in hu- 
man relationships, an important factor 
in the administrationg: f Estates. 
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Action by the ff: such and 
such a Will, probated, has 
named your Trust Company, has the 
cumulative effect of the old personal 
testimonial. Your stockholder is quick to 
pick up a reference to his bank. and 
to be impressed with your activity. 

A mailing piece with little anecdotes 
about Wills and Will making. is an 
oblique approach to possible customers 
among your stockholders. If your bank 
puts out a letter on business conditions. 
it should go to prospects on your stock- 
holders list. 

A great proportion of your stock- 
holders will be women. One of the most 


effective ways of breaking down femi- 
nine prejudices regarding Trust Depart- 
ment services is through group action. 


ECURITY- FIRST 
NATIONAL BANK 


OF LOS ANGELES 


Head Office: Sixth & Spring Streets 
Los Angeles, California 
Telephone: MUtual 0211 


In our Women’s Financial Forums for 
over fifteen hundred women, we found 
their keenest inquiries were in connec. 
tion with Estate matters. The evident 
interest of the group, as a whole, seemed 
to impress some that we had known 
were definitely antagonistic to the idea 
of a corporate trustee. Those Forums 
gave us an opportunity to demonstrate 
that Trustmen not only know their stuff 
—but are personable. human beings. 

Group meetings of important  stock- 
holders might be offered a Financial 
Forum in which the Trust Department 
will have an excellent opportunity to 
sell itself very directly. 


Stress Human Qualities 


In talking to stockholders, especially 
the ladies. you can well afford to over- 
look your super-professional qualifica- 
tions. Most people are ready to assume 
that you know something about the 
Trust business or you wouldn’t hold the 
job vou do. Women. and most men. | 
believe, are little interested in corporate 
fiduciaries. inter vivos trust. or even a 
blond cestui que trust. Stockholders, as 
well as other folks, are more interested 
in the human qualities of the men that 
they 
to deal with than they are in their pro- 


or their beneficiaries are going 


fessional qualifications. Your hobbies 
or what you think of spinach—or how 
you help in the local Community Chest 
Drives—may mean much more to the 
prospective customer than your proper 
use of some ipso facto or cum testa- 
mento annexo. 

Get your stockholders to know the 
pleasant, affable and able men you have 
in your Trust Department. If your stock 
holders know beyond doubt that you 
have the right kind of men in your 
Trust Department waiting to serve them. 
when they have need of Trust services. 
that’s where they'll go. 

Hunting for Trust business should 
rifle and not a shot- 


gun. The best business, even with stock- 


be done with a 


holders, will be had only after careful 
analysis and a follow-up of their special 
needs. The stockholder prospective list 
is of especial importance—for in serv- 
ing a stockholder you are strengthening 
the bond between your ins'itution and 
its best source of available capital. 
Moreover, as a satisfied customer, with 
the added interest of an owner, he can 
provide better advertising than money 
can buy. 

Finally. of all the lines of communi- 
cation available between the Trust De- 
partment and the stockholder, none is 
so important as the personal call. 
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QUESTIONS ON TRUST INVESTMENTS 


the Mid-Winter Trust Conference on 
February 5th was a panel discussion of 
trust investment problems. The panel 
members, under the leadership of Paul 
I. Wren, vice president, Old Colony 
Trust Co.. Boston, were: Robert Colt- 
man, vice president, Philadelphia Na- 
tional Bank: J. Frank Honold, vice 
president, The Chase National Bank. 
New York; H. M. Phillips, vice presi- 
dent, The First National Bank of Port- 
land, Ore.: and Arthur C. Regan, vice 
president and secretary. First National 
Bank of Minneapolis. 

Following are the highlights of the 
session, it being understood that the 
opinions here expressed were not neces- 
sarily unanimous, 


| \EATURE OF THE FOURTH SESSION of 


(1) United States Government Ser- 
ies G bonds sold at a loss in order to 
switch into municipals or other tax ex- 
empts would create no liability toward 
the remainderman. 

(2) Mutual funds are suitable for 
small trust accounts where a common 
trust fund is not available. If the record 
of the management is good over a period 
of time, they do a job for the small insti- 
tution or customer. The question of dele- 
gation of authority was unqualifiedly 
answered in the negative by the remark 
“when you buy General Motors, you're 
delegating authority.” As to cost, any 
small package has a high sales cost. even 
life insurance. As the investment is of a 
long-term nature, the sales cost is spread 
over a period and analysis will prove 
the investment’s value or the converse. 

(3) For pension fund investment. 
real estate is sometimes desirable on a 
lease-back basis but generally a trustee 
would not make a new real estate com- 
mitment in a personal trust. The general 
opinion, however, was that the trustee 
should be slow to liquidate any good 
property received and one member cited 
good lowa farm land producing a 10- 
12‘¢ return. With timberland as a trust 
asset, a competent man is assigned to 
look after it. 

(4) Corporate bonds are attractive 
where obtainable at a proper spread 
from government bond yields, the usual 
differential being about 15‘< above long- 
term governments. At present, most 
high-grade outstanding corporates are 
about 10847 above governments and 
around 16‘; in the case of new issues. 
Opinion was that later in 1952 there 
would perhaps be a better spread. 

(5) All panel members advised care- 
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ful selection in defensive stocks particu- 
larly and, depending upon the degree 
of vulnerability of the stocks selected. 
they suggested ratios from 10% to 
nearly 25%. 

(6) The range of stock diversifica- 
tion for a small amount varied from a 
recommendation of one, an insurance 
company stock for a very small amount. 
to a reasonable spreading of risk but 
warned against extremes of caution by 
overdiversification. For example, if in- 
vesting $100,000 today, with 40% in 
equities. buy ten or twelve approximate- 
ly equal lots, or about 37 each of the 
entire principal. 

(7) Preferred and convertible pre- 
ferreds were held desirable commitments 
at present. particularly if they are high 
grade and yield one percent better than 
high grade bonds (for the non-convert- 
ible issues). As preferreds are hybrids 
and have no maturity, it is often helpful 
if they have a sinking fund. Preferred 
stocks of good grade can be useful at 
times of low bond yields and high com- 
mon stock prices but one must remem- 
ber that medium grade preferreds are 
worse than bonds of comparable rank. 
Low grade preferreds should not be 
bought for high yields alone but re- 
garded as common stocks. 

(8) In pension funds, both preferred 
and common stocks belong because of 
the higher yield, say 114‘7 better than 
on bonds. This is an important consid- 
eration bearing upon the amounts to be 


paid into the trust by the corporation. 
The pension trust is a long-term opera- 
tion and liquidation is seldom necessary, 
ordinary cash demands being met from 
current payments. The present suggested 
ratio was about 25% in common, 15% 
in preferreds and 60% in bonds. Profit- 
sharing funds should not use common 
stocks but be confined to preferreds and 
government bonds. 

(9) In the small trust company with 
only one or two persons engaged in in- 
vestment work, the general opinion was 
that a research organization equipped 
to render fiduciary-type service should 
be employed. Failing that, an investment 
brokerage organization geared to han- 
dle and close to institutional problems 
may be used or the advice and coopera- 
tion of correspondent banks called upon. 

(10) It was unanimously agreed that 
United States government continue to 
deserve a large place in trust accounts. 

(11) The always touchy problem of 
the bank’s own stock in trust accounts 
elicited one flat statement that it should 
be sold, with the balance of the panel 
advising disposition at the proper time 
whenever possible. Lacking the permis- 
sion or opportunity to sell, each institu- 
tion insists upon special, not general, 
powers of retention for its protection. 

(12) The general opinion was that 
low yielding growth stocks, such as oils, 
chemicals, and pharmaceuticals, deserve 
a place in trust portfolios as part of a 
package deal where broad powers exist. 
Purchase levels should be watched, how- 
ever. If there is no attempt to buy appre- 
ciation, watch out for depreciation. 





Ancillary Administration in Michigan 


This bank invites your consideration of its facilities to serve 
in situations requiring ancillary administration in Michigan. 
We also welcome the opportunity to work with out-of-state 
organizations as co-transfer agent, co-registrar and in all types 
of personal and corporate trust capacities. 


MANUFACTURERS NATIONAL BANK 


OF DETROIT 
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AN HOUR OF TRUST QUESTIONS 


UESTIONS ON COSTS AND CHARGES, 
law and taxes, new business and 
advertising, operations, general 

policies, and common trust funds oc- 

cupied the attention of a panel of six 
experts in these respective fields at the 

concluding session of the A.B.A. Mid- 

Winter Trust Conference on February 

6th. Ably guided by Richard P. Chap- 

man, executive vice president of Mer- 
chants National Bank of Boston, the 
panel consisted of: 

William G. Cleaver, vice president and 
trust officer, The First National Bank and 
Trust Co., New Haven, Conn.; Don H. 
McLucas, vice president, The Northern 
Trust Co., Chicago; Earl S. MacNeill, 
vice president, Irving Trust Co., New 
York; George C. Robinson, assistant 
vice president, Fidelity-Philadelphia 
Trust Co.; Gilbert T. Stephenson, Pen- 
dleton, N. C., retired director of the 
Trust Research Department; and Charles 
F. Zukoski, Jr., vice president and trust 
officer, First National Bank, Birming- 
ham, Ala. A summary of the answers fol- 
lows: 

Cost and Charges — Mr. Cleaver: 
Pension trust business can be profitable 
for medium sized trust departments. It 
is clean, long-term business and alto- 
gether desirable. Large trust institutions 
also find this business profitable but 
small departments, not equipped with 
investment personnel nor officers able to 
discuss the subject intelligently, should 
not go into the pension business at all. 


A bank contemplating the formulation 
of a new schedule of trust fees might 
better undertake a fresh cost study first, 
alse the charges for particular services 
might be too high or too low. Moreover, 
higher fees might have to be justified to 
a court. If the lack of a cost study would 
indefinitely postpone revision of fees, 
the bank might check with other local 
trust departments and temporarily ad- 


just its charges to bring them in line 
with theirs. 

There should be no flat rebate on fees 
for administering charitable trusts, as 
in former times. Today, a sound ap- 
proach is to obtain all the facts including 
such matters as the number of separate 
funds that may be involved, and any 
restrictions in the governing instruments. 
Then apply the unit costs established by 
the department. It may be desirable to 
provide that the account be reconsidered 
at the end of a year and make any re- 
quired adjustment in the fee. (The panel 
were unanimous in opposing fee cutting 
for charitable trusts. ) 

Law and Taxes Mr. MeLucas: The 
trustee of property subject to a power 
of appointment should. upon the death 
of the donee of the power, take essen- 
tially the same precautions as would an 
executor in distributing an estate. He 
should satisfy himself that the will exer- 
cising the power is the donee’s last will 
(perhaps await the lapse of the period 
for contesting the will), inventory the 
property subject to the power, clear the 
property for debts, and take advantage 
of the claim cut-off date. The trustee’s 
liability for estate taxes on the ap- 
pointive property is the same as that of 
an executor and he should hold a reserve 
therefor. While the trustee cannot obtain 
a clearance from the government, it 
might be wise to notify the Commis- 
sioner of the termination of the fiduciary 
relationship under Section 312 (a) of 
the Internal Revenue Code and thus shift 
the tax liability to the transferees. 


Power in an executor to use income 
to pay estate taxes and debts would not 
jeopardize an otherwise qualified marital 
deduction trust if the pertinent para- 
graph of Sec. 81.47 a (c), permitting 
such application of income, is literally 
interpreted. But unless the will sets forth 
a time limitation, this section may con- 





Photo by Edward Ozern 


PANEL AT HOUR OF QUESTIONS (I. to r.): Gilbert T. Stephenson, Earl S. MacNeill. 
William G. Cleaver, leader Richard P. Chapman, George C. Robinson, Charles F. Zukoski. 
Don H. McLucas. 
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tain a trap on the analogy of Union 
Planters National Bank v. Henslee, 335 
U. S. 595, and other cases denying the 
deduction for a_ residuary charitable 
trust where there is a power of invasion 
for the life beneficiary, on the ground 
of uncertainty as to the amount ulti- 
mately passing to charity. [It may be 
that the executor will be required to 
show as of the date of death how much 
from the 
surviving spouse for the purpose of taxes 
and debts. Hence the desirability of 
stating a fixed period during which the 
amount of income may be predicted with 


income was to be diverted 


reasonable accuracy. 

New business and advertising Mr. 
MacNeill: The advertising of agency 
service for executors had not, so far as 
is known, become an encouragement to 
family lawyers to name themselves as 
executor, nor was it likely to suggest 
the naming of individual rather than 
corporate executors, one reason being 
that the cost of the service may fall 
upon the executor rather than the estate. 
Where tact and imagination are used 
agency service to executors may open 
avenues for business contacts with the 
families. Charges are adequate, and in 
the main are based on custody charges. 
but with a 
specific duties have fixed charges; other 
charges are based upon the extent of the 
responsibilities and services covered. The 
bank looks to the fiduciary for its fee. 
but in certain cases the fee might be 


higher minimum. Some 


collectable from the estate. Advertising 
of this service at present is restricted to 
legal periodicals. The approach is lim- 
ited, cautious and professional. 

In the advertising of estate planning 
activities, references to the customer's 
attorney should indicate that he is to be 
part of the planning team right from 
the start in order to avoid any implica- 
tion of unauthorized practice of law. 
(For a more detailed exposition of this 
point reference was made by Mr. Mac- 
Neill to Mayo A. Shattuck’s address 
see page 88 and by Mr. Stephenson 
to the joint statement of practices adopt- 
ed in Delaware — see T& E, Dec. 746. 
p. 654. 

Satisfactory results from finance for- 
ums have been obtained, but not neces- 
sarily in the form of immediate new 
business, because they are long range 
media and do not replace methods of 
immediate new business _ solicitation. 
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Speakers from “outside” may have draw- 
ing power for attendance, but a combina- 
tion with local speakers may serve to 
strengthen the impression that the bank’s 
own staff is capable in estate planning 
and administration. Community leaders 
outside the bank’s personnel also may be 
used. Forums can be repeated effectively. 
but in time the market may become ex- 
“One-shot” may be 
used where a series has been conducted 


hausted. forums 
earlier. 

Operations — Mr. Robinson: To avoid 
oversights in administering an_ estate, 
the Committee on Operations for Trust 
Departments prepared and distributed 
in 1948 a check sheet setting forth some 
50 steps to be considered. This sheet 
is not a substitute for due care but a 
reminder of the more important duties 
to be performed. It also serves on the 
initial interview to obtain information 
that may be useful later, as, for example. 
with to distribution in 
kind. These sheets are available from 
the Keystone Index Card Co. of Phila- 
delphia. 


wishes respect 


In exercising a discretionary power to 
advance principal to a beneficiary, the 
trustee should prepare a 
of the need for the ex- 
penditure (including a letter from the 
beneficiary if he or she is legally com- 


complete 
memorandum 


petent), and if the amount is substan- 
the trust 
be confirmed at least by another senior 


tial, officer's decision should 
officer and in appropriate cases by the 
trust committee. (Mr. Stephenson cited 
a suggested Statement of Policies on this 
subject, contained in a 1951 Graduate 
School of Banking Thesis written by 
Robert Benjamin of Guaranty Trust Co. 
of New York. See 125 of this 
issue. ) 


page 


\ $10 million trust department (with 
an average number of accounts rather 
than a few large family trusts) would 
generally be justified in converting to 
machine bookkeeping. The starting point 


would be a machine flexible enough to 
handle cash and asset ledger transac- 
tions. The advice of representatives from 
nationally known machine companies 
should be sought. Some have package 
systems for small departments, including 
forms. Consultation with other trustmen 
would prove valuable. 

General Policies — Mr. Stephenson: 
A series of provisions to cover a trustee 
acquiring or retaining its own stock were 
discussed in the Trust Bulletin of June 
1945. The number of personnel required 
for a trust department with 400 accounts 
and $20 million of assets would be ten, 
based on an average of one person for 
every $2 million of assets. A study by 
Geo. Macy Wheeler on the efficiency of 
trust departments, published in the Trust 
Bulletin, analyzes this subject. 

If a customer changes not only his 
will but also his attorney, it is neither 
necessary nor wise for the bank to in- 
form the first attorney. Rather the bank 
should suggest to the customer that he 
himself notify his former attorney, al- 
though it may turn out that he will not 
do so. (The panel concurred in this 
opinion. } 

Common Trust Funds -— Mr. Zukoski: 
Substantial reductions in the 
handling individual trusts can be 


cost of 
ob- 


tained by use of a Common Trust Fund. 


Bookkeeping. conferences, and __ state- 
ments all are reduced. Mr. Robinson 


added that total transactions of the whole 
department were reduced by 60‘; at his 
bank and pointed out that if a $100,000 
trust could be wholly invested in the 
Fund, that trust 
would be reduced 100°; . Reference was 


investment costs for 
also made to studies on this subject by 
Louis S. Headley and A. W. Whittlesey 
appearing in the Trust Pulletin see 
also T & E, July “51. p. 151 and Sept. 
D1, p. 593. 

No method has been worked out for 
a participating trust to enter a Com- 
mon Trust Fund by depositing secur- 
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ities (other than G Bonds) instead of 
selling them and depositing cash. Apart 
from the fact that Federal Reserve 
Board regulations do not permit it, the 
idea would not be feasible since the 
Fund maintains its own policy. 
Modification of the law to permit 
participation by investment management 
accounts must be approached carefully. 
Three kinds of agencies are involved — 
for an individual trustee, for a charity, 
for a correspondent bank. This matter 
already has had some study by the 
Committee and will receive more during 
the year, but it is desirable to avoid 
approaching a mere investment trust 
set-up, and the matter of delegating a 
trustee’s authority may be involved. 
There is some merit to the idea, how- 
ever, and amendments to include charity 
accounts might be a good beginning. An 
individual, of course. could qualify, by 
creating a revocable trust. 





TRADE mMaRK 


INTERNATIONAL BUSINESS 


MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 148th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable March 10, 1952, to stockholders of 
record at the close of business on February 
18th. 1952. Transfer books will not be closed. 
Checks prepared on IBM Electric Punched 
Card Accounting Machines will be mailed. 

A. L. WILLIAMS, Vice Pres. & Treasurer 
January 29, 1952 


THE 
Critical Point in 


Pension Fund 
Operation 


There are few stiffer challenges to 
financial management than the ad- 
ministration of pension fund re- 
sources. Such investments must at all 
costs be kept safe and sufficiently 
liquid to meet oncoming obliga- 
tions. Yet they must also produce a 
satisfactory income, otherwise a 
heavy burden of cost is placed upon 
both the company and the benefi- 
ciaries of the fund. 

Corporation executives who may be 
considering the establishment of 
effective pension fund programs 
will find our experience and facili- 
ties very helpful. We invite inquiry 
from such companies, and will 
gladly assist them in setting up 
plans designed to assure adequate 
income without unjustified risk of 
capital resources. 


VAN ALSTYNE, 
NOEL & CO. 


Members New York Stock Exchange 
New York Curb Exchange 


52 Wax Street, New York 5 
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529 Banks in all parts of the nation have been 


Hanover Bank correspondents for 50 years or more 
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W. A. M. Burden & Co. 
LOUIS S. CATES 
Chairman of the Board 
Phelps Dodge Corporation 
COLBY M. CHESTER 
Honorary Chairman 
General Foods Corporation 
FRANK A. CHRISTENSEN 
President 
imerica Fore Insurance Group 


JOHN B. CLARK 
President, The Clark Thread Co., Ine. 


JARVIS CROMWELL 
Chairman of the Board 
William Iselin & Co., Ine. 
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WILLIAM F. C. EWING 
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Alexander Smith, Incorporated 


WILLIAM S. GRAY 
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Kansas, Oklahoma and Gulf Railway Co. 
K. T. KELLER 
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President 
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EUSTIS PAINE 
Chairman of the Board 
New York and Pennsylvania Co., Inc. 


AUGUSTE G. PRATT 
Chairman of the Board 
The Babcock and Wilcox Company 


GWILYM A. PRICE 

President, Westinghouse Electric Corp. 
LUCIUS F. ROBINSON, JR. 

Attorney, Robinson, Robinson and Cole 


JOHN P. STEVENS, JR. 
President, J. P. Stevens & Co., Inc. 


WILLIAM WOODWARD, JR. 
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Statement of Condition, December 31, 1951 


ASSETS 

Cash and Due trom Banks 
U. S. Government Securities . . . 
State and Municipal Securities. . . 
Other Securities ie ee ee ae ae 
Loans and Bills Purchased. . . . 
Real Estate Mortgages. . . . . 
Banking Houses a ae ee ee 
insevest Acctued . « «+ « « « 
Customers’ Liability on 

Acceptances Outstanding . . 


LIABILITIES 


Depots. « «© 6© «© » « 
Acceptances . . 

In Portfolio . . . 
Reserves: 

Taxes, Interest, etc. . . . 
Dividend: 

Payable January 2, 1952 . 
Capita! 
Surplus 
Undivided Profits . . 


There are pledged to secure public monies and to qualify for fiduciary powers 


U. S. Government Securities carried at $78,908,256. 52 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


- $19,959.465.58 
- 2,897,124.22 


. 


- $24,000,000.00 


go0,000,000.00 


- 24,530,785.39 $ 138,530,785.39 


THE HANOVER BANK 


- -§$ 5§538,628,798.88 


o % 606,459,167.82 





38,¢696,107.56 | 





14,069,248.20 \| 
591,283,410. 38 

13,4560,051.66 

9,300,010.0 


2,805,808. 53 
‘ i 15,5744,982.8C 
Total $1,830,743,585.83 


$1,663,228,373.80 


17,062,341.36 










N 
oo 





10,722,085. 








1,200,000.00 













Total $1,830,743,585.83 
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BANK ANNUAL REPORTS 


TRUST GAINS REVEALED — ECONOMIC DANGERS CITED 


66 F some nasty, thieving bear that 

ene or might not be dangerous 
were to plague you, it is probable (be- 
cause you cannot reason with a bear) 
that you would reluctantly get yourself 
a gun and quickly and quite effectively 
dispose of the menace. Unfortunately the 
bear among nations presents a more 
complex problem.” 

This is unique for the beginning of a 
bank’s annual report, but it leads to the 
hasic problem behind the comments in a 
great proportion of the 1951 annual re- 
ports to stockholders. That problem is 
the need to find a balance between mili- 
lary production and civilian economy, 
with inflation control and elimination of 
waste. 

Another bank president put it this 
way: “On the one hand, the banking 
system has been called upon to finance 
enormous inflationary expenditures for 
military purposes. On the other hand, 
banks and other lending institutions 
have united in an effort to combat the 
forces of inflation by restricting the 
amount of credit advanced for specula- 
tive or unnecessary activities.” 

\ third remarked, “We can shape our 
destinies, but we must work together in- 
telligently to do it, forgetting so far as is 
humanly possible the individual and re- 
membering that ‘divided we fall.’ ” 

Scores of others among the first hun- 
dred big banks reporting echoed these 
sentiments with courage and concern. 

Comments on the situation ran like 
this: “As guardian of the people's 
money, we have a responsibility to speak 
for sound finance in business and gov- 
ernment . .. to call for thrift and bal- 
anced budgets” . . . “Waste and extrava- 
gance must be eliminated” . . . “by re- 
ducing waste and re-timing, the disrup- 
tive impact of the military program on 
the economy could be eased” . . . “Hallf- 
hearted price and wage controls have 
added confusion” . . . “Waste and ex- 
travagance usually precede corruption” 
... “Dishonesty and corruption in pub- 
lic office, waste of resources at home 
and abroad are apparent to the most 
casual observer” “Waste, corrup- 
tion, special privilege, unnecessary sub- 
sidies, politically slanted welfare pro- 
grams, duplicating bureaus and obsolete 
agencies, all eat up the nation’s reserve 
strenggh that some day we may need.” 


FEBRUARY 1952 


New Highs in Trust Assets 
and Gross Earnings 


Analysis of the reports shows almost 
universal growth in the volume of trust 
assets under administration. All but two 
of the seventy-five institutions which in- 
cluded trust department data reported 
increases (and one of them cited an 
“unusually large number” of new ac- 
counts). Nineteen remarked that 195] 
was the record, or next to the record, 
year for trust growth. Others reoprted 
“substantial growth,” “marked _ in- 
crease” or “exceeded 1950” by a sub- 
stantial margin. This is the more signi- 
ficant because 1950 was itself a peak 
year in volume of trust assets adminis- 
tered. 


Only twenty-five of the institutions of- 
fered comments or figures on trust earn- 
ings, but of these twenty-three showed 
an increase in gross income, many reach- 
ing an all time high. Of the two report- 
ing lower gross income. one cited °50 as 
unusual and the normal upward trend 
maintained. While net earnings were not 
shown, trust department comments re- 
flected the general and ever-increasing 
force of higher operating costs and 
taxation in reducing what had _ been 
gained in the year’s operations. 


The operation of Trust 
Funds was reported by twenty-four of 
the hundred institutions, all with dis- 
tinct satisfaction and citation of advan- 
tages to beneficiaries from increased in- 
come and_ diversification. Comments 
ranged from growth figures and being 
“well pleased with the operation” to 
statements that the funds “continue to 
be of great value,” provide “a most ef- 
fective investment medium” and “oper- 
ating economies,” and “serve a useful 
social purpose.” Seven of these institu- 
tions had established their funds or 
made the first fund report within the 
year. 


Common 


Tax Revision Urged 


The reports invariably directed the 
stockholders’ attention to Federal in- 
come and excess profits taxes. Total pay- 
ment for taxes ran as high as 53°. of 
net income and a typical statement was 
“Net operating profit increased 15% 
while our Federal income taxes increased 

2%.” Some reported income taxes as 


more than total wages and _ salaries, 


“equal to a levy of $4,900 per employee” 
in one case. Others pointed out that 
taxes were more than dividends (one 
said, “almost twice the dividends’). 

Consideration was urged for a differ- 
ent and more practical method of taxa- 
tion. The excess profits tax “falls with 
particular weight on the growing and 
aggressive banks, the very institutions 
which should be permitted to build up 
their capital funds.” One report stated 
that “Paradoxically, in the face of rec- 
ord loans and deposits, and progressive- 
ly higher interest rates on loans and se- 
curities, bank earnings after taxes have 
remained low and bank shares generally 
continue to be quoted at a discount from 
book values. The limitations of Federal 
income and excess profits taxes prevent 
many banks from earning enough on 
their stockholders’ money to justify the 
sale of additional shares.” 

Another said that “Banks should and 
do pay their share of the costs of gov- 
ernment” but “one of the great prob- 
lems that faces banking is the procure- 
ment of new tax legislation which will 
insure to banks the advantages now en- 
joyed by mutual savings institutions, 
savings and loan companies, utilities 
and railroads. A satisfactory solution 
would mean an improvement in net earn- 
ings after taxes which would allow an 
increase in capital funds to keep pace 
with deposit growth.” Just to be sure 
that nobody missed the point, one re- 
port summed up the whole situation in 
its opening sentence: “The most impor- 
tant word in this report for 1951 is 
taxes.” 

The statement that “People generally 
are aware that something has gone 
wrong ... Many have decided that thrift, 
saving and honest effort are no longer 
worthwhile” supports the claim in an- 
other report that we are in “serious dan- 
ger of losing what might be called the 
Nation’s soul — the purposes and prin- 
ciples for which it was founded.” Not 
understimating the difficulties of a ‘cold 
war,’ this report continued, “It requires 
real statesmanship to measure these 
things, and I urge that you impress this 
fact on your representatives in Congress 
. . . that when you choose your legisla- 
tors, you think carefully about their 
qualifications to fill this role.” 

(Trust department reports will be 
published in succeeding issues. ) 
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1952 Business and Investment 
Outlook Appraised 


The 1952 model discriminating in- 
vestor will require careful selection and 
good judgment in timing his purchases. 
in the opinion of A. Moyer Kulp, vice 
president of the Wellington Fund, Inc. 
Mr. Kulp estimates a decline in the 
1952 Dow-Jones industrial average 
earnings of perhaps 10% under 1951 
with dividends about 5-10% less. This 
would still represent an excellent level 
of operations, suggesting a broad trad- 
ing range. The current yield on the 
stocks making up this average *s 5.8%, 
which would be reduced to about 5.25% 
on the lowered 1952 dividend assump- 
tion, still well above the yields available 
on good grade preferreds and bonds. 
The industries which will benefit with 
return to a normal economy and those 
which have extensive research and de- 
velopment divisions will be particularly 
sought by the far-seeing investors, ac- 
cording to Mr. Kulp. 


The outlook for 1952, in the opinion 
of Calvin Bullock, is for a continuing 
highly selective pattern reflecting the 
flow of defense production and the vary- 
ing effects upon industry of changing 
profit margins through higher costs. The 
rate of delivery of military goods should 
approximately double that of 1951, so 
a high level of activity is virtually as- 
sured. The potential inflationary pres- 
sures, dormant, must not be dis- 
regarded. 


now 


A recession in the current demand 
for capital goods sometime during the 
first half of 1952 may signal the begin- 


ning of economic corrections of a basic 





nature, warns Harold X. Schreder, vice 
president of Group Securities, Inc. The 
accumulated demand for goods between 
1935-1945 has been largely met by the 
increased supply since 1945, With con- 
sumers durables and housing in a 
downtrend, the economy might suffer 
an intermediate readjustment period be- 
for resuming the longer term uptrend. 
Translating his views into terms of se- 
curity values and investment policy, 
Mr. Schreder believes that we are late 
and high in the general market as well 
as business-cycle and that this dictates 
a substantial degree of caution. He does 
not advocate withdrawal from the mar- 
ket or complete abandonment of com- 
mon stock positions but he advises trad- 
ing-up into the soundest leading pro- 
ductive corporations, at the same time 
retaining substantial reserve buying 
power to take advantage of investment 
opportunities as they occur. Mr. 
Schreder is confident of the longer term 
upward trend but believes that the cur- 
rent traffic light on the foggy invest- 
ment highway is set at “yellow.” 

The National Securities and Research 
Corp. in its 16-page survey of 1952 
prospects presents this summary: high- 
est grade corporate bonds and preferred 
stocks will decline with hardening in- 
terest rates, while lower grades of both 
will tend to rise in response to favor- 
able earnings trends. Common. stock 
prices will vary widely on an individual 
basis with the Dow-Jones averages bet- 
tering the 1951 highs. Common stock 
retention is still advised from both the 
vield and growth viewpoints. 

W. Linton Nelson, president of Dela- 
ware Fund, Inc., believes that 1952 will 
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The current year will see widely divergent earning trends with relatively high production, 
national income and corporate profits, as summarized by Vance, Sanders and Co. of 
Boston, from current forecasts. The above chart, prepared by Standard and Poor’s Corpor- 
ation, and reproduced in Brevits, published by Vance, shows the movement of stock prices 
and industrial production between 1929-1951. The investor’s problem, according to Brevits, 
will be to appraise the variable profit possibilities of industry groups and individual 
companies in the era of high business activity which economists almost unanimously foresee 
for a considerable period. 
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be a year of great prosperity and plenty, 
“with plenty of jobs, money, goods and 
savings—not to overlook taxes and poli- 
tics.” 


The National Industrial Conference 
Board has published its forum survey 
for the current year as seen by twelve 
top economists, each a specialist in his 
field, under the direction of Murray 
Shields, vice president and economist, 
Bank of the Manhattan Co., New York. 
This booklet is No. 31 in its series of 
Studies in Business Economics. The out- 
look is for an acceleration of govern- 
ment defense spending, in part offset 
by declining private and non-defense 
construction. Private savings are ex- 
pected to average 7-8°% of disposable 
income and they foresee a rising gross 
national product, due both to higher 
prices and greater unit consumption. 
Prices should rise somewhat but no 
marked increase is anticipated. Wages 
will probably test the supply-demand 
relationship more than in past wage ne- 
gotiations but the cost of living factor 
will not be prominent. The prospect of 
strong inflationary pressure is not as 
marked as in 1951. However, the ex- 
perts are less certain of the outlook over 
the second half and consider long-run 
inflation possibilities a major menace 
to the economy. 


There is no basis for undue pessimism 
or a major depression, although defla- 
tionary forces may come to the fore as 
the defense effort wanes, is the summa- 
tion of a discussion by Howard F. Vul- 
tee, vice president, Marine Midland 
Corp. The higher birth rate in the past 
decade and the changed economic status 
of labor indicate longer range prosper- 
ty. Increased savings, in banks, proper- 
ties, and life insurance mean greater 
stability. While inflation has become a 
part of national financial policy, if we 
can escape war, Mr. Vultee believes that 
this force over the next decade will be 
less dangerous than since 1941. 


Real economy in government military 
and civilian budget items, wage re- 
straints, encouragement of private sav- 
ings, and use of credit limitations were 
advocated by a group of twenty-eight 
economists, polled recently by the In- 
stitute of Life Insurance, as measures 
to counter the inflationary pressures ex- 
pected from the accelerated armament 
program later this year. Governmental 
economy at all levels was particularly 
regarded as a fundamental condition for 
a successful fight against these forces. 
with only slight sentiment in favor of 
increased taxes at this time. 
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Panel on Fiduciary Taxation 





ESTATE TAXATION of TRUSTS for SUPPORT 


HE INCOME TAX LAW is compara- 
‘Ton clear with respect to the 
treatment of trusts for the benefit of 
persons whom the grantor is legally 
obligated to support.’ The estate tax 
law, however, contains no express pro- 
visions covering support and mainten- 
ance trusts and questions relating there- 
to must be resolved under the general 
provisions of Sections 81l(c) and 811- 
(d) of the Internal Revenue Code.” 


Under Section 811l(c) a transfer in 
trust is subject to estate tax if the 
grantor reserves for his lifetime or for 
any period which does not in fact end 
before his death “the possession or en- 
joyment of, or the right to the income 
from, the property.” The application of 
Section 811(c) to a support and main- 
tenance trust first arose in Helvering v. 
Mercantile-Commerce Bank & Trust 
Co.* involving a trust wherein the in- 
come was to be paid to the grantor-de- 
cedent’s wife for family expenses and 
for her maintenance and support. Upon 
the husband’s death $100,000 of the 
corpus was to be paid to the wife if 
they were still married. The Eighth Cir- 
cuit held that the $100,000 was includ- 
ible in the gross estate on the ground 
that the reservation by the husband of 
the right to have the income applied in 
discharge of his continued legal obliga- 
tions to support his wife was equivalent 
to “retaining the right” to that income 
within the meaning of Section 302(c) 
of the 1926 Revenue Act, as amended. 
The court noted that under Douglas v. 
Willcuts* the husband was taxable dur- 
ing his lifetime with respect to the in- 
come from the trust property, where it 
was used to satisfy his legal obligations, 
notwithstanding that the income was 
payable to the wife.® 


Sec. 167(c) I.R.C.; see also Reg. 111, Sec. 


29.167-2. 

2For a detailed analysis of these problems see 
Schneider, “The Inter-Vivos Trust for a Minor: 
Its Estate Tax Aspect’’ (1950) 28 Taxes 825. 


38(8th Cir. 1940) 111 F. (2d) 224, reversing Es- 
tate of Paul F. Donnelly (1938), 38 B.T.A. 1234. 


4(1935) 296 U.S. 1. 


5In Mathilde B. Hooper (1940) 41 B.T.A. 114, 
the corpus of a trust was held taxable where the 
decedent had transferred substantially all of his 
property including life insurance policies to a trus- 
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GEORGE F. ELMENDORF 


Member of the California State Bar, Loa Angeles 


This article continues the series of an- 
swers, begun in the January issue, to 
questions submitted to the Panel on 


Fiduciary Taxes, sponsored last year by 
Title Insurance & Trust Co. of Los An- 
geles. The material has been brought up 
to date. 


The application of the principle of 
Douglas v. Willcuts in an estate tax 
case was considered again in Comm. v. 
Douglass’ Estate.’ The decedent in 1935 
had set up a trust for the benefit of his 
four children, one of whom was still a 
minor when the settlor died. Neither 
the settlor nor the beneficiaries were 
among the three trustees named. The 
trust instrument gave the trustees per- 
mission to apply the income of the 
minor’s share to the extent that the 
trustees deemed advisable for the main- 
tenance, education and support of the 
minor. The Commissioner contended 
that one-fourth of the value of the 
corpus should be included in the dece- 
dent’s gross estate on the theory, 
among others, that the decedent was in 
constructive receipt of the trust income 
because it could be used to discharge 
his obligation to support his minor 
child. In affirming the decision of the 
Tax Court in favor of the taxpayer the 
Circuit Court distinguished Helvering 
v. Mercantile-Commerce Bank & Trust 
Co., supra. The court pointed out that 
there is an important difference of fact 
between a trust set up for the very pur- 
pose of providing for the settlor’s legal 
obligation and one in which disinter- 
ested trustees have an option to apply 
a portion of the income for the support 
of the settlor’s minor child. 


Subsequent cases decided by the Tax 
Court generally seem to follow the dis- 


tee authorized to collect decedent’s $45,000 annual 
salary and use it and all other trust income to pay 
life insurance premiums, the family living expenses 
and the decedent’s debts, and thereafter to divide 
the income between decedent and his wife. The 
Board distinguished its earlier decision in Estate 
of Paul F. Donnelly, supra, note 3, on the ground 
that here the use of the income was limited to the 
discharge of decedent’s legal obligations, while in 
the earlier case, under the Board’s construction, 
the use of the income was not so limited. 


®(3rd Cir. 1944) 143 F. (2d) 961, affg. 2 T.C. 
487. 





tinction made in Douglass’ Estate. 
Where the settlor is not a trustee and 
has no right to require any of the trust 
income to be used to support his family 
and the use of such income by the 
trustee is not so limited by the trust 
instrument, the Tax Court has refused 
to include the corpus in the settlor’s 
gross estate.’ 

The opposite result, however, was 
reached in Townsend v. Thompson.* 
The decedent created two trusts for his 
two minor sons, naming himself sole 
trustee of each. Each of the trusts au- 
thorized the trustee. to 
expend the income for the education 
and maintenance of the beneficiary 
while a minor. One of the sons was 
still a minor at the date of decedent's 
death. The trust for the son who had 
reached his majority was held not in- 
cludible in the gross estate of the de- 
cedent because the right of the grantor 
to apply income for his education and 
maintenance had been exhausted. How- 
ever, the corpus of the other trust was 
held taxable on the ground that the de- 
cedent’s right to apply income to the 
discharge of his legal obligation to sup- 
port his minor son was equivalent to 
retaining income under Section 811(c). 


Rules Distilled 


In summary, it may be said that if 
the grantor is trustee or a co-trustee 
and reserves the right to apply trust 
income for the maintenance and sup- 
port of his children, the probabilities 
are high that the corpus will be included 
in his gross estate, irrespective of 
whether such provisions are mandatory 
or discretionary with the trustee. Even 
where the trust provides simply that 


7Estate of Sherman (1947) 9 T.C. 594, nonacq. 
1948-1 C.B. 4 appeal dismissed 7 Cir. 4-20-48; Ea- 
tate of Seasoms, T.C. Docket No. 19,902 12-12-49, 
Para. 49,286 P-H T.C. Memo; Estate of Burr, T.C. 
Docket No. 3967 11-27-45, Para. 45,364 P-H T.C. 
Memo; cf. Estate of Babcock, T.C. Docket No. 
4480 1-21-46, Para. 46,001 P-H T.C. Memo, where 
the income from the trust could have been used 
for the maintenance, support and well being of 
settlor’s wife and children, although in fact such 
income was never used to discharge decedent's obli- 
gations of support. The trust corpus was held non- 
taxable, notwithstanding that the settlor and his 
wife were co-trustees. 


§(U.S. D.C. E.D. Ark.) July 24, 1950, 1950 P-H 
Fed. Tax Serv. Para. 72,710. “ 


decedent, as 
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the income is to be distributed to the 
minor child, an argument can be made 
for inclusion of the corpus in the 
grantor-decedent’s estate. However, the 
possibility that the Treasury will make 
such contention seems rather remote. 


On the other hand, if the grantor 
names an independent trustee and au- 
thorizes the trustee in his discretion to 
apply income for the maintenance of 
grantor’s minor children, the cases seem 
to support exclusion of the corpus from 
the grantor’s gross estate. Under the 
decision in Douglass’ Estate, it would 
also appear immaterial whether or not 
the trustee actually used the income for 
the the 
trust instrument requires the income to 
be used for the child’s support and the 
grantor dies before the child realizes his 
majority, the probabilities are that the 
corpus would be subject to estate tax 
on the ground that the grantor had re- 


child’s support. However, if 


tained the right to the income for a pe- 
riod which did not in fact end before 


his death.!° 


Although the case law seems to pro- 
vide some of the answers, complete re- 
liance thereon obviously is unwarranted. 
In the absence of legislation clarifying 
the estate tax law with respect to trusts 
for the benefit of dependents, the drafts- 
man should proceed with caution. The 
retention of any power in the grantor 
with respect to distributions should be 
particularly avoided. Even with a dis- 
trustee. it should be 
clear in the trust instrument that it is 


interested made 
not intended that the income or corpus 
should be used to discharge the grant- 
or’s obligations of support. 


Powers to Invade Corpus or 
Accumulate Income 


In seeking to tax the corpus of a 
trust containing reserved powers to ac- 
celerate or postpone benefits, the Treas- 
ury may rely on either Section 811(c) 
or 811(d), or both. the two sections 
being to some extent overlapping. Under 
Section 811(c) the question is whether 
the decedent alone or in conjunction 
with any other person has retained for 
his life or for any period which does 
not in fact end before his death the 
right “to designate the persons who 
shall possess or enjoy the property or 
the income therefrom.” Under Section 
Sl1(d) the question is whether the 
transfer is one where the enjoyment 
thereof is subject at the date of death 
to any change through the exercise of 


*Schneider, 28 Taxes 825, 827, supra, note 2. 


10Sec. 811 (c) (1) (B) (i) I.R.C.; Reg. 105, Sec. 
81.18. 
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a power by the decedent alone or in 
conjunction with any other person “to 
alter, amend, revoke or terminate.” 


Where the grantor as trustee or in any 
other capacity retains the discretionary 
power to pay over corpus to the income 
beneficiaries at the expense of remain- 
dermen, there is obviously a power to 
shift the benefits from one group to 
another. Likewise, a power to accumu- 
late income may constitute a power to 
designate the persons who will enjoy 
that income. In either case there may 
exist a power to alter, amend or termi- 
nate the trust. 


It has been held that where a grantor 
reserves the power to direct portions 
of the principal to be paid over to his 
wife during her lifetime and thereby 
diminish or extinguish the remainder 
interest of the children, the corpus is 
includible in the grantor’s gross estate 
under both Sections 811(c) and 811- 
(d).'' Likewise, where the grantor-trus- 
tee reserves the discretionary power 
either to pay the income to the primary 
beneficiaries or to accumulate such in- 
come for the benefit of the remainder- 
men, a taxable power to designate en- 
joyment of income exists.!* 


In a recent decision’? by the Third 
Circuit the grantor-trustee reserved dis- 
cretionary powers to accumulate or pay 
out income, to treat accumulations as 
corpus or income, and to treat gains 
from the sale of securities as corpus or 
income. The court held that these broad 
powers constituted the power to alter 
or amend, justifying inclusion of the 
entire corpus in the grantor’s estate. On 
the other hand, the Fifth Circuit, in a 
questionable decision,’* has _ recently 
held that when the remainder interests 
are vested in current income benefici- 
aries the power in the grantor-trustee to 
terminate the trust is not a power to 
shift the enjoyment of the property. 


Contingencies Material 


In Jennings v. Smith,» the Second 
Circuit approached the problem by ex- 
amining the contingencies under which 
the powers of the trustees, of whom the 
grantor was one. could be exercised. 
The trust instrument provided for in- 
vasion of the corpus only if the grantor’s 
son or his issue “should suffer prolonged 


Du Charme’s Estate v. Comm. (6 Cir. 1947), 
164 F. (2d) 959; rehearing (1948) 169 F. (2d) 76. 

12Jndustrial Trust Co. v. Comm. (1 Cir. 1947), 
165 F. (2d) 142; affg. and reversing Estate of Bud- 
long (1946), 7 T.C. 756. 

13Comm. v. Hager’s Estate (3 Cir. 1949), 173 F. 
(2d) 6138, pet. for cert. dismissed, 337 U.S. 937. 

Hays’ Estate v. Comm. (1950), 181 F. (2d) 
169, reversing, 12 T.C. 210. 

15(1947) 161 F. (2d) 74. 
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illness or be overtaken by financial mis- 
fortune which the trustees deem extra- 
ordinary.” Neither of these contingen- 
cies had occurred before the grantor’s 
death. The court held that since the 
trustees were not free to exercise un- 
trammeled discretion, but were to be 
governed by determinable standards, 
their power to invade corpus, based on 
contingencies which had not happened, 
did not bring the trust property within 
the reach of either Section 81l(c) or 
811(d). 


This has been the approach generally 
followed by the Tax Court. Thus, in 
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the Estate of Budlong'® it was held that 
the power of the grantor-trustee to in- 
vade principal for the benefit of his 
children, in case of their sickness or 
other emergency, was not a power to 
alter, amend or revoke. Here, the court 
reasoned, the trust instrument provided 
an external standard which a court of 
equity might apply in compelling com- 
pliance, and as a consequence the 
grantor had no real control of the 
corpus.!*? On the other hand, where the 
grantor-trustee retains the power in his 
absolute discretion to invade corpus 
with no external standards and no en- 
forceable rights in the beneficiary, the 
Tax Court has held that such control by 
the grantor over the corpus is suffici- 
ent to justify taxing it in his estate.'® 


Although the Tax Court decisions 
suggest that carefully drawn limitations 
on the exercise of the grantor-trustee’s 
power to invade corpus may prevent in- 
clusion of the corpus in the grantor’s 
estate, there still remain substantial es- 
tate tax risks where the grantor is his 
own trustee and retains the power to 
accelerate or postpone enjoyment of 


16(1946), 7 T.C. 756, rev’d in part on another 
ground, sub. nom. Industrial Trust Co. v. Comm., 
supra, note 12. 

17$ee also Estate of Frew (1947), 8 T.C. 1240; 
Estate of Wilson (1949), 13 T.C. 869, nonacq. 1950- 
1, CB 8; aff’d 187 F. (2d) 145; Estate of Fiske, 
T.C. Docket No. 4106 1-21-46 para. 46,020, P-H 
T.C. Memo; Estate of Lucey, T.C. Docket No. 
12,161 10-28-47, para. 47,297, P-H T.C. Memo. 


18Estate of Nettleton (1945), 4 T.C. 987, modi- 
fied T.C. Docket No. 4371 2-7-46, para. 46,033, 
P-H T.C. Memo (remanded pursuant to stipulation 
in compromise, 2 Cir. 7-6-47), Estate of Yawkey 
(1949), 12 T.C. 1164; cf. Hays’ Estate v. Comm., 
supra, note 14 (power to pay income or accumu- 
late according to “best interests” of beneficiaries 
held to constitute an external standard). 
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benefits.’ Under the present law these 
hazards apparently can be avoided by 
vesting the powers in an independent 
trustee. If that solution is unacceptable 
the draftsman and his client should 
carefully weigh the risk of taxability 
before proceeding. 


In Hurd v. Comm. (1 Cir. 1947) 160 F. (2d) 
610, the court expressed doubt as to the correct- 
ness of the Tax Court’s decision in Estate of Bud- 
long, supra, note 13, with respect to contingent 
powers. See also Pedrick, “The Artful Dodger 
Trust Faces Life and Looks at Death” (1950), 28 
Taxes 1151. 
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Estate Planning Problems 
Studied at Forum 


One of the most successful in its se- 
ries of Saturday Forums was staged by 
the Practising Law Institute January 
12 at the Hotel Statler in New York 
City. A panel of 12 skilled estate and 
tax lawyers discussed the planning of 
typical estates and the drafting of ne- 
cessary documents. Headed by chairman 
Joseph Trachtman, author of the Insti- 
tute’s monograph “Estate Planning,” 
and New York legal editor of Trusts 
AND Estates, the speakers analyzed 
four typical cases, involving, for ex- 
ample, the continuation of a business, 
the of life 


gifts and trusts. and powers of appoint- 


use insurance, inter vivos 


ment. 

Members of the panel were: Laurence 
Blattmachr, 
George E. Cleary, Jesse R. Fillman, 
John L. Gray, Jr., J. Quincy Hunsicker, 
3rd, Earl S. MacNeill, Denis B. Maduro, 
Edmund W. Pavenstedt, Dwight Rogers, 
and William C. Warren. 


J. Ackerman, George G. 













. 


a 4e x ys 
% ° . 








TRUSTS AND ESTATES 





bene 
inst 
tain 
con! 
pow 
fere 
real 
cedt 
but 

ity | 


Art 


is t 
fidu 
for 
frai 
the 
wha 
bene 
of t 
by 1 


Arti 


It 
com 
and 
stru 
ity 
the 
wou 





nt 
le 


ld 


d) 
ct- 
\d- 
nt 
er 
28 





S 





A Statement ‘of Policies 
for the Exercise of 
Discretionary Powers of Distribution" 


FOREWORD 


For the mutual interests of both the 
beneficiaries and themselves, all trust 
institutions should establish and main- 
tain definite policies and procedures in 
connection with exercising discretionary 
powers of distribution. Because of dif- 
ferences in size and organization it is 
realized that these policies and pro- 
cedures cannot be the same in every case, 
but nevertheless some degree of uniform- 
ity should be sought. 


Article I. Definition 

A discretionary power of distribution 
is the authority or right vested in a 
fiduciary to pay or apply moneys to or 
for the use of a beneficiary (or to re- 
frain from so doing), in accordance with 
the fiduciary’s sole, prudent judgment of 
what is for the best interests of the 
beneficiary, in compliance with the intent 
of the creator of the trust as expressed 
by the terms of the trust instrument. 


Article II. 


It should be the general policy to wel- 
come discretionary powers of distribution 
and encourage their inclusion in trust in- 
struments since they provide the flexibil- 
ity of administration needed to carry out 
the wishes of settlors, as they personally 
would do, if available. 


Article III. Group Judgment 


The decision of whether to distribute 
or not to distribute funds to a beneficiary 
in the discretion of the corporate trustee 
should be made only after mature and 
deliberate consideration by a committee 
of two or more senior officers of the trust 
department, a formally appointed com- 
mittee of officers of the trust institution 
or a committee of the board of directors, 
consistent with the spirit and substance 
of Regulation F. In no event should an 
individual officer be authorized to make 
the final decision. 


Article IV. Powers Not to be Delegated 


Powers should be exercised solely by 
the personnel of the trust institution 
and no endeavor should be made to dele- 
gate the authority or to rely implicitly 
upon the decisions of others. These out- 
siders include counsel, who would be con- 
sulted only where there is ambiguity in 
the trust instrument or when the trustee 
wishes legal advice in connection with its 
acts. However, if there is an individual 
co-fiduciary or another person designated 


Powers to be Welcomed 








*From “Discretionary Powers of Distribution 
Exercised by Trustees,” by Robert Benjamin, assis- 
tant trust officer, Guaranty Trust Co., of New 
York, a thesis accepted in 1951 by The Graduate 
School of Banking, American Bankers Association 
Library. 
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in the instrument by the settlor to act 
jointly with the corporate fiduciary, it 
should request and give credence to his 
opinion. In any event, the corporate trus- 
tee should not yield to the exertion of 
pressure by others. 


Article V. Procedure 


The procedure established need not be 
cumbersome but it should be adequate to 
comply with the standard of a prudent 
trustee under the circumstances. 


a. The beneficiary’s application for 
funds should be made in writing, 
wherever possible, with reasons and 
supporting data as this material 
may be needed later as documentary 
evidence. 

b. Upon receiving an application for 
either principal or income, the ad- 
ministrative officer should supervise 
an impartial and thorough investi- 
gation, accumulating all pertinent 
facts. The findings of his investiga- 
tion, together with the resultant 
recommendation of action to be 
taken, should be incorporated in a 
memorandum and submitted to the 
committee which is to make the de- 
cision. 


ec. A clear record of the consideration 
and action by the committee should 
be preserved, either by having the 
members sign the administrative of- 
ficer’s memorandum of recommend- 
ation in spaces provided, or by the 
maintenance of separate minutes of 
their meetings. 


d. After payment has been made to 
the beneficiary by the fiduciary, 
wherever circumstances warrant, it 
should ascertain in some manner 
that the funds are being utilized for 
their intended purpose. | 


Article VI. Special Considerations 


a. A trust institution should endeavor 
to avoid the responsibility of dis- 
cretionary powers in trust instru- 
ments which are ambiguous, objec- 
tionable or unwieldy as they might 
lead to litigation. 


b. Powers requiring the corporate 
fiduciary to determine whether the 
beneficiary measures up to a suffi- 
ciently high ethical standard or is 
capable of the proper handling of 
funds before they are paid over to 
him also should be avoided. 


Article VII. Principles 


Paramount in the exercise of discre- 
tionary powers of distribution are the 
following principles which are contained 
in A Statement of Principles of Trust In- 
stitutions, adopted by The Trust Division 


of the American Bankers Association in 
1933: 

a. The first duty of a trust institution 
is to carry out the wishes of the 
creator of a trust as expressed in 
the trust instrument. Sympathetic, 
tactful, personal relationships with 
immediate beneficiaries are essential 
to the performance of this duty, 
keeping in mind also the interests of 
ultimate beneficiaries. 

b. It is the duty of a trustee to ad- 
minister a trust solely in the inter- 
est of the beneficiaries without per- 
mitting the intrusion of interests of 
the trustee or third parties that 
may in any way conflict with the in- 
terests of the trust. 
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Attention Arresters 
in 
Trust Ads 

“Do you want this job,” asks a Na- 
tional Trust Co., Toronto, ad in which a 
business man is looking out at the reader 
and holding a newspaper with an en- 
larged “Executive Wanted” in the cen- 
ter. The text describes the extent of an 
executor’s duties, inquires if the appoint- 
ment of a friend or relative is fair — 
and safe — and offers a free booklet . . . 
“Give Them This,” with picture of a will 
among the Christmas presents, tied with 
ribbon and marked “To My Family — 
Dad,” heads the text of a First National 
Bank, Akron, ad which discusses wills 
and executors... . 


“How to Plan Your Will” appears as 
the title of a booklet pictured, and of- 
fered, in an ad of The Ohio Citizens 
Trust Co., Toledo, which explains that 
the booklet is not “legal advice” and the 
reader should consult his attorney, but 
important matters about the who, what 
and how of wills are discussed in it. The 
ad appeared once in two local papers 
(combined circulation 240,000) and 
drew 1,250 replies . . . “If you answer 
‘YES’ to one of these questions—” says 
an Atlantic National Bank, Jacksonville. 
ad, listing eleven questions about wills. 
estates and an executor and trustee, “see 
your attorney at once!” Space arranged 
for checking the questions seeks to hold 
the reader’s interest to the point of think- 
ing through the answers . . . “Do You 
Have A ‘Home-Made Will’?” asks a 
Guaranty Trust Co., New York, ad which 
is unusual in its quotation of a 1935 
surrogate’s opinion, “The testatrix in 
this proceeding died on July 27, 1929, 
after performing that most frequently 
disastrous of ultrahazardous acts, the 
execution of a home-made will.” The 
reader is urged to consult his lawyer on 
the preparation and execution of his 
will. . 








Latest broadside in the Union Bank & Trust 


Co. of Los Angeles’ continuing campaign 
urging the public to “see your attorney,” 
“make a will,” “keep it up to date” is this 
new billboard in the bank’s parking lot for 
customers. A reprint of ad, seen by 3,600,000 
persons, will go to attorneys with the bank’s 


monthly Estate Dicest. 
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“Your Underwriter Links the End and 
the Means,” a title woven around the 
picture of the money on the one hand 
and the family home on the other, is 
used by Houston Bank and Trust Co. in 
a combined approach to estate planning 
and good trust-underwriter relations... 
Unique along the trust advertising ave- 
nue is a textual ad from Huntington 
National Bank, Columbus, Ohio, (see 
this issue, p. 82), which is headed: “An- 
alysis of 110 estates produced 203 items 
of trust business” and ends with the 
statement that this business was all re- 
ferred by attorneys, life underwriters, 
accountants and customers or else the 
result of newspaper and direct mail ad- 
vertising . . 

“She might feel sorry for you!” is a 
title accompanying a picture of a South 
Seas woman carrying a basketful of 
cocoanuts on her head. The “you”, as 
National Bank of Commerce, Norfolk, 
Va., points out, is the person with a 
heavy load of financial details and de- 
cisions who might be relieved by an in- 
vestment management account... A 
picture of a line of television towers 
stretching across the landscape and the 
words “Characteristic of the Twentieth 
Century” starts an ad from Fiduciary 
Trust Co., New York, on its investment 
management service. . . 


“She died in poverty with 
$17,000!” with a picture of a little lady 
in an attic, is used by Peoples First 
National Bank & Trust Co., Pittsburgh, 
for a double barrelled approach to‘im- 
mediate and testamentary trust ser- 
vices .. . “How much will it cost to fill 
your shoes?” with a man’s outfit of foot- 
gear for various purposes leads a Fort 
Worth National Bank ad regarding ex- 
ecutor services. The ad closes with the 
recommendation to the reader, “In this 
vital matter concerning the future of 
your family — consult your attorney to- 
day — ask him about the advantages of 
naming this Bank . . .” 


Among the booklets offered to the 
public through television programs is 
“Making Every Dollar Count,” in which 
City National Bank and Trust Co. of 
Chicago, offers five practical hints to 
owners of estates up to $60,000. The 
hints are for an attorney-drawn will, 
protected funds in contrast to spendable 
cash, watching out for taxes, minimum 
settlement costs obtained by naming a 
thoroughly experienced executor (with 
some typical fees listed), and finally 
a talk with a trust officer. The bank 
offers two other booklets: “Five Danger 
Areas in Joint Tenancy,” and “Without 


A Will.” 


might feel sorry 
for you! 


Are you handling the heavy load of de- 
cisions and details in connection with your 
securities? If so, the burden may interfere 
} set mer aga 
freedom to relax and enjoy yourself. 

Is it worth it, when experienced invest- 
ment management pays for itself in so many 
ways? 


See our Trust Department for details! 





Illustration and copy of National Bank of 
Commerce ad referred to in text. 


Forums in Full Swing 


Among the current Finance Forums 
for Women are two, on opposite sides 
of the continent, sponsored by women 
of the American Institute of Banking. 
In California the Women’s Committee 
of the Los Angeles Chapter are conduct- 
ing a series of lectures under the title. 
“What Every Woman Should Know.” 
Miss Grace S, Stoermer. special repre- 
sentative of the First California Co. 
“Personal Planning for Your 
Thieme, Jr.. 


spoke on 
Financial Future”: F. J. 


trust officer, Citizens National Trust & 
Savings Bank, discussed “Your Money 
vs. Stocks and Bonds”: R. S. Fuller. 


assistant vice president, Bank of Amer- 


ica N. T. & S. A.. presented “Your Real 
Estate Ventures’: Thomas A. Batson, 
assistant agency manager, Equitable 
Life Assurance Society will speak on 


ee Yourself at Sixty-Five”; and the 
Honorable Newcomb Condee. 
Court Judge. will have for his topic. 


“If a Wife Knew What a Widow 


Learns.” 


Superior 


In New Jersey the Women’s Commit- 
tee of all the state chapters sponsored 
a Forum in Newark with five women 
Nancye B. Staub, national 
president A.B.W. and assistant trust 
officer, Morristown Trust Co. who spoke 
Planning”: Barbara J. 
Pendleton, chairman of the national 
Women’s Committee, A.I.B. and assist- 
ant cashier, Grand Avenue Bank, Kan- 
sas City, Mo., who took the subject 
“Your Bank”: 
attorney and C.P.A., Washington, D.C.. 
on “Investments”; Judge Dorothy M. 
Kenyon, U. S. Delegate to the Commis- 
sion on the Status of Women of the 
United Nations who discussed “Legal 
Opinions”; Jennie M. Palen, C.P.A., on 
“Safeguarding Your Savings”; and Eliz- 
abeth Harrison Walker, publisher and 
editor of Cues on the News whose sub- 
ject was “Economics and Your Pocket- 


speakers: 


on “Estate 
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book.” The moderator was Dr. William 
A. Irwin, economist for the A.B.A. 

Cooperating with leaders of the Fed- 
erated Women’s Clubs, Newton (Mass. ) 
Savings Bank sponsored the first Forum 
in its vicinity with three sessions. Su- 
perintendent of schools Harold B. 
Gores and bank president Joseph Earl 
Perry shared the moderator’s duties. 
Dorcas Campbell, assistant vice presi- 
dent East River Savings Bank, New 
York, lead off with “Women and Their 
Money.” Second on the speakers list 
was Eleanor March Moody, Melrose 
and Boston attorney who presented the 
topic of “Wills, Trusts and Estates.” 
At this Mayor Theodore R. 
Lockwood brought his greeting and 
Clyde S. Casady, executive vice presi- 
dent, Savings Bank Life Insurance 
Council, spoke very briefly on “Life 
Insurance.” Dr. Stanley F. Teele, asso- 
ciate dean, Graduate School of Busi- 
ness Administration, Harvard Univer- 
sity, was the concluding speaker. 

A four Forum (weekly 
through February) has been launched 
by Valley Stream National Bank & Trust 
Co., Valley Stream, N. Y., with meet- 
ings held in the school auditorium. 
Speakers at these Monday sessions are: 
Mrs. Mabel F. Thompson, assistant sec- 
retary, Union Dime Savings Bank, New 


session 


session 
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York, on “Home and Family Financial 
Management”; Hudson Chapman, field 
representative, Social Security Admin- 
istration, on “Social Security”; Gen. 
Joseph A. Neumann, president New 
York State Association of Insurance 
Agents, on “Insurance, General and 
Life”: and Miss Anne Sadler, assistant 
treasurer, Bank of the Manhattan Co., 
New York, on “Bank Services and 
Facilities.” 

A recent forum in Oshkosh, Wis.. 
sponsored by the First National Bank, 
was conducted with afternoon and eve- 
ning sessions on Thursdays. The sub- 
jects covered were: Planning Your Es- 
tate; Life Insurance and Annuities: 
Your Bank—How It Serves You and 
Your Community; and Your Investment 
Program. 

A second spring forum has been an- 
nounced by the Pennsylvania Company 
for Banking and Trusts, Philadelphia, 
with Monday sessions on April 21 and 
28, and May 5 from 2:30 to 4:00 p.m. 

The forum conducted by Woodward 
& Lothrop, Washington, D. C., depart- 
ment store (T.&E. Jan. °52 p. 21) con- 
ducted its sessions on the evenings of 
two Fridays and two Thursdays, end- 
ing February 8. Each evening an officer 
of the store welcomed the guests, two 
bank women acted as a panel in sup- 


port of the speaker, and four other bank 
women served as hostesses. The speaker 
on each occasion was introduced by a 
bank officer. All in all, seven women 
participated each evening, representing 
banks from Washington and from ad- 
jacent areas in both Maryland and Vir- 
ginia. Speakers and topics for the meet- 
ings were: Mrs. Margaret McClure. 
auditor, City Bank, Washington, D. C.. 
on “Banking Services and Facilities”: 
William A. Boone, manager Washington 
office, Aetna Casualty & Surety Co., on 
“Insurance”; Mrs. Nancye B. Staub, 
assistant secretary and assistant trust 
officer, Morristown (N.J.) Trust Co.. 
on “Wills, Trusts and Estate Planning”; 
Miss Lillian M. Griffin, investment ad- 
visor, Mitchell Hutchins & Co., New 
York, on “Investments.” A special guest 
at the opening session was U. S. treas- 
urer, Georgia Neese Clark. 


A A A 


Louisville, Ky.—Bart A. Brown, vice 
president of CITIZENS FIDELITY BANK & 
Trust Co., lectured recently before some 
120 lawyers attending the second annual 
Tax School under the sponsorship of 
the Younger Lawyers Conference. Mr. 
Brown, who has played an active part 
in bar association work along these 
lines, discussed estate taxation. 
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TRUST PERSONNEL CHANGES 


ALABAMA 


Birmingham—Clifford M. Spencer has 
been promoted to trust officer at BirRM- 
INGHAM TRUST NATIONAL BANK. 

Mobile—Francis Wiatt became an as- 
sistant trust officer at MERCHANTS Na- 
TIONAL BANK. 


CALIFORNIA 


Los Angeles—FARMERS & MECHANTS 
NATIONAL BANK advanced the following: 
N. F. Wheeler and J. C. Wright to vice 





N. F. Wrnszen J. C. WRIGHT 

presidents and assistant trust officers; 
F. Freis to assistant vice president and 
assistant trust officer; and W. H. Ferris 


to assistant trust officer. 


San Diego—John B. Hendry has been 
named assistant secretary and assistant 
trust officer of UNION TITLE INSURANCE 
& Trust Co. Upon discharge as Major 
from the U. S. Marine Corps in 1945, 
Mr. Hendry served in the company’s 
trust department and in 1948 became 
trust administrator. 


San Francisco—ANGLO CALIFORNIA Na- 
TIONAL BANK promoted Albert V. Martin 
to trust officer, and named Oliver S. 
Koenig assistant trust officer. 


ASSISTANT TRUST OFFICER 
WANTED 


Young man, with basic training in 
estate planning for trust solicitation 
and some administrative work. Empha- 
sis on qualities necessary for trust soli- 
citation. Lower Florida East Coast 


bank. 


Address: Box H-21-1, Trusts and Estates, 
50 East 42nd St., New York 17 


CORPORATE TRUST 
OFFICER 


A man to assume charge of Corpo- 
rate Trust section of rapidly grow- 


ing Trust Department in mid- 
western city. Preferably with legal 
training. Must be familiar with 
requirements of Trust Indenture 
Act, Federal securities law, stock 
transfer, other corporate functions. 
Age 35-45. Submit complete resume 
and photo to Box H-22-8, Trusts & 
Estates, 50 E. 42nd Street, New 
York 17. 
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San Francisco — 
WELLS FARGO 
BANK & UNION 
Trust Co. elected 
H. G. King vice 
president and 
trust officer, and J. 
A. Ducournau as 
vice president. The 
former is in charge 

H. G. KiInc of the tax division, 
the latter is head of the investment sec- 
tion. 





COLORADO 


Denver—Officers named by INTERNA- 
TIONAL TRUST Co. are: P. K. Alexander, 
Jr., assistant vice president; Stanley R. 
Johnson and E. Rogers Bailey, assistant 
trust officers; and George E. McClelland, 
assistant treasurer. 


Denver — Albert 
N. Williams, Sr., 
has been elected 
president and chief 
executive officer of 
UNITED STATES Na- 
TIONAL BANK to 
succeed Thomas M. 
Dines, elected vice 
chairman of _ the 
board. Formerly 
president of Lehigh Valley Railroad, 
Western Union Telegraph Co., Westing- 
house Air Brake Co. and Union Switch 
& Signal Co., Mr. Williams also was the 
recipient of the Medal of Merit for out- 
standing wartime accomplishments in the 
communications field. This is the highest 
award to be achieved by a civilian in 
America, and was bestowed by President 
Truman. 





A. N. WILLIAMS, SR. 


CONNECTICUT 


Bridgeport—Frank J. Powers has been 
elected assistant trust officer of the First 
NATIONAL BANK & Trust Co. 


Hartford—Lester E. Shippee succeeds 
John B. Byrne as president of HARTFoRD- 
CONNECTICUT TRUST Co., the latter be- 





LESTER E. SHIPPEE 


JouHN B. BYRNE 


coming chairman of the board. Close 
personal friends, their careers have fol- 
lowed parallel lines. Both started in small 
town banks, entered the State Banking 
Department about the same time, ad- 


vanced to Deputy Bank Commissioners 
and subsequently to head the department, 
and served as presidents of the Con- 
necticut Bankers Association. Mr. Ship- 
pee formerly was executive vice presi- 
dent of the trust company. 


Hartford—Greely Sturdivant has been 
named vice president and trust officer at 
HARTFORD NATIONAL BANK & TRuST Co.; 
Richard B. Redfield, assistant secretary, 
and K. T. Mauritzen, investment officer, 
were named trust officers. 


New Britain—Harry H. Howard, vice 
president in the trust department of NEw 
BRITAIN TRUST Co., replaces Frank G. 
Vibberts as president of that company 
upon the latter’s election as chairman of 
the board. Herbert E. Carlson, who holds 
the title of trust officer, was also elected 
secretary. 


New Haven—FIrstT NATIONAL BANK & 
Trust Co. promoted Donald F. Bradley 
from assistant trust officer to assistant 
vice president; and Chester E. Eliason 
and John E. English to trust officers. 


DELAWARE 


Wilmington—Judge Thomas Herlihy, 
Jr., formerly president, COMMERCIAL 
Trust Co., has been elected chairman of 
board, also a trust officer, and is succeed- 
ed as president by Harold W. Frame, who 
has been executive vice president. 


DISTRICT OF COLUMBIA 


Washington—Among many changes at 
RicGs NATIONAL BANK, Miss Mildred E. 
Foy was promoted to assistant trust of- 
ficer. 


FLORIDA 


Jacksonville — BARNETT NATIONAL 


WANTED 
SECURITIES ANALYST 


Leading investment advisory organization 


Applicant must have EXPERIENCE and be CUR- 


RENTLY engaged in analyzing INDUSTRIAL common 
stocks. Ability to write for publication also essential. 
Opening is in New York office. 
Pleasant working conditions . . . Liberal vacations 
. Generous employee benefits . . . pension plan. 
Send complete resume including salary expected. 
Box TE 1503, 221 W. 4ist St., N. Y. 18, N. Y. 





POSITION DESIRED 
INCOME TAX — TRUST ADMINISTRATION 


Over twenty years experience in me- 
dium sized Trust Department. Last 
fifteen years specializing in Fiduciary 
and Personal income tax work, recent- 
ly officer in charge. General knowledge 


all phases Trust work. A. I. B. Grad- 
uate. Wishes to become associated with 
Trust Department anywhere in New 
England. Under forty-five. Married. 
Address: Box S-22-1, Trusts and Estates, 
50 East 42nd St., New York 17 
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BANK announced the election of Frank 
W. Norris as president to succeed Wil- 
liam R. McQuaid, named chairman of 
the board. Bion Hall Barnett, who wrote 
in longhand the first entries in the books 
of the bank 75 years ago, retired as 
chairman and was made honorary board 
chairman. Allen N. Stainback advanced 
from senior assistant trust officer to trust 
officer; R. F. Moreman, Jr., named as- 
sistant trust officer. Mr. Norris hereto- 
fore has been executive vice president. 

Tampa—L. D. Smith has been elected 
vice president and trust officer at MARINE 
BANK & Trust Co., while George K. 
Straus, trust officer, was made assistant 
cashier. 


ILLINOIS 


Chicago—Three new positions created 
by AMERICAN NATIONAL BANK & TRUST 
Co., filled by officers with over 20 years 
of experience with the bank, are: O. 
Paul Decker, chairman of the investment 
committee: Morris E. Feiwell, chairman 
of the trust committee; and Herbert T. 





M. E. FEIWELL EDWARD A. BERNDT, JR. 


Spiesberger, chairman of the loan com- 
mittee. In the personal trust division, Ed- 
ward A. Berndt, Jr. and Howard J. 
Johnson were advanced to vice presi- 





HQWARD JOHNSON A. H. MORSTADT 


dents; in corporate trust, Arthur H. 
Morstadt was elected assistant vice presi- 
dent. 

Chicago—CHICAGO TITLE & TrRusT Co. 
made the following changes: Charles F. 
Grimes, general counsel, elected secre- 
tary to succeed Harold L. Reeve, senior 





THERON WRIGHT 


CHARLES F. GRIMES 


FEBRUARY 1952 


vice president who relinquished the sec- 
retaryship upon his election as a director. 
The new vice president is Theron Wright, 
personnel officer. Mr. Grimes, who will 
continue as counsel, attended the Uni- 
versity of Chicago and took his law de- 
gree in 1919 when he began work with 
Chicago Title & Trust, becoming an 
officer in 1924. Wr. Wright formerly was 
with the personnel departments of Talon, 
Inc. and General Electric. A leading 
authority on real estate law, Mr. Reeve 
is the author of “Illinois Law of Mort- 
gages and Foreclosures,” “Illinois Real 
Estate Law,” and serves on the Council 
of the Section of Real Property, Probate 
and Trust Law of the American Bar 
Association. 


Chicago—David M. Sweet has been 
promoted from vice president to senior 
vice president at Ciry NATIONAL BANK 
& Trust Co. Other changes are: Richard 
Ream, made assistant vice president; 
Walter E. Toon, Leslie L. Reid and Burt 
A. Bowlby, promoted to trust officers; 
P. Jordan Hamel and Jack B. Glaser, 
made assistan trust officers. 

Chicago—Trust department promotions 
at CONTINENTAL ILLINOIS NATIONAL 


BANK & Trust Co. are: Fred E. Bates 
and Edmond B. Stofft, to vice presidents; 





FRED E. BATES E. B. STOFFT 


Ben Nemec, Jr. and Harold L. Weis, to 
second vice presidents; M. McAllister 
Clarke, John W. Heddens and Edward W. 
Wilson, to trust officers. E. Stanley En- 
lund, Leonard A. Lescher and Edward 
F. Picha were named assistant secretar- 
ies in the trust department. 

Chicago—Among 
trust promotions 
and elections at 
First NATIONAL 
BANK, Joseph T. 
Keckeiser advanced 
to vice president 
and secretary; Rol- 
lin B. Mansfield 
(trust officer) to 
assistant vice pres- 
ident. Elmer M. Rettig was elected trust 
officer; William K. Stevens and Howard 
R. Wilking, assistant trust officers. 

Chicago—LA SALLE NATIONAL BANK 
promoted trust officer Laurier F. Uttley 
to assistant vice president, Donald F. 
Jones and Daniel F. Kemp to trust of- 
ficers, and named John P. Reynolds an 
assistant trust officer. 





J. T. KECKEISEN 


Chicago—Milton O. Olson, assistant 
trust officer, MUTUAL NATIONAL BANK, 
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was made secretary of the trust depart- 
ment. 


Chicago—Walter 
J. Madigan has 
been elected a vice 
president in the 
trust department of 
NORTHERN TRUST 
Co.; Carl T. Lam- 
brecht, a second 
vice president; and 
Hume S. Dice, as- 
sistant secretary. 





W. J. MADIGAN 


INDIANA 


Evansville—Walter H. Bischoff, as- 
stant vice president of OLD NATIONAL 
BANK, was advanced to vice president. 

Indianapolis — 
Among other pro- 
motions at FIDEL- 
ITy TrRusT Co., J. 
Albert Smith ad- 
vanced to senior 
vice president. He 
also is trust officer, 
and serving this 
year as chairman 
of the Trust Com- 
mittee of the Indiana Bankers Associa- 
tion. 


J. ALBERT SMITH 


Indianapolis—T. W. Davis and William 
F, Hoffman were promoted to assistant 
trust officers at AMERICAN NATIONAL 
BANK, the former in estate planning, the 
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latter in charge of administration of 
estates. 


Indiariapolis—Advancements in the top 
officers of INDIANA NATIONAL BANK are 
those of Russell L. White, president, 
elected chairman of the board; William 
P. Flynn, executive vice president, to 
president; and Wilson Mothershead, vice 
president, elected executive vice presi- 
dent. Mr. White will remain active in 
operation of the bank. R. Kirby Whyte 
advanced to assistant vice president, and 
heads the bank’s public relations, adver- 
tising and new business department. 


South Bend—Leo R. Boyle has become 
assistant secretary in addition to assist- 
ant trust officer, at First BANK & TRUST 
Co., while George C. Coquillard and 
Gilbert L. Vance advanced to assistant 
trust officers. 


KENTUCKY 


Bowling Green—Roland Fitch, Jr., has 
been elected president of BOWLING GREEN 
BANK & TRuST Co., succeeding Robert 
Rodes, who became chairman of the 
board. A vice president of the trust 
division, Kentucky Bankers Association, 
Mr. Fitch joined the bank in 1938 as 
assistant trust officer and assistant cash- 
ier. After service in the Navy he was 
made executive vice president in 1950. 


Louisville—Men- 
efee Wirgman has 
retired as chairman 
of the board of 
CITIZENS FIDELITY 
BANK & TrRusT Co. 
after 47 years with 
the bank and its 
predecessors. Lee 
P. Miller, presi- 
dent, said Mr. 
Wirgman will remain as a director and 
that no new board chairman will be 
elected. After studying law, Mr. Wirg- 
man was employed by Columbia Trust 
Co. in a “quasi-legal capacity;’’ became 
president of the merged Fidelity & Col- 
umbia Trust Co. in 1930. He retired from 
the presidency of the present institution 
in 1949 to become its board chairman. 
Mr. Wirgman played a major role in 
obtaining may industries for Louisville, 





MENEFEE WIRGMAN 


For 


the largest being the General Electric 
plant now under construction, and the 
International plant, largest wheel tractor 
plant in the world. 


Louisville — J, 
Van Dyke Norman, 
Jr. has been elected 
to the newly cre- 
ated position of ex- 
ecutive vice presi- 
dent of KENTUCKY 
Trust Co. A mem- 
ber of the Amer- 
ican Bankers Asso- 
ciation committee 
on Trust Investments, Mr. Norman has 
been vice president and investment offi- 
cer of the bank for 18 years. He was 
also elected executive vice president of 
the First Kentucky Co., investment af- 
filiate of the trust company and the First 
National Bank, of which Mr. Norman is 
also vice president and investment officer. 





J. V. NORMAN, JR. 


MARYLAND 


Baltimore—H. Graham Wood was ad- 
vanced from trust officer to vice presi- 
dent and trust officer, at First NATIONAL 
BANK. A graduate of Johns Hopkins Uni- 
versity in 1932 with an A.B. degree, and 
of Maryland Law School in 1936 with 
an L.L.B. degree, Mr. Wood joined the 
bank in 1982. 


Baltimore—MARYLAND TRUST Co. elect- 
ed George W. Spurrer, manager of the 
loan department, an assistant trust of- 
ficer. 


MASSACHUSETTS 


Boston — FipuctAry TRUST Co. an- 
nounced the retirement of vice president 
and trust officer Malcolm C. Ware. 


Boston—Edward D. Windsor has been 
elected an assistant trust officer at NA- 
TIONAL SHAWMUT BANK. 


Boston—Promotions at STATE STREET 
Trust Co. included the following: Wil- 
liam N. Oedel (Union Trust office) to 
vice president; Eldon C. Swim, Jr., (main 
office corporate trust division) to assist- 
ant treasurer; and W. W. Jones and C. 
F. Loveys, Jr., elected assistant trust 
officers. 


ANCILLARY TRUST SERVICE 


in 


CONNECTICUT 
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MICHIGAN 


Detroit—Alexander A. Jenkins and J. 
Donald Orth were advanced to trust offi- 
cers at MANUFACTURERS NATIONAL BANK, 
and Maurice E. Kitchen to assistant trust 
officer. 

Detroit—Among the 17 promotions at 
NATIONAL BANK OF DETROIT, Stuart A. 
Reading was elected assistant trust of- 
ficer. Sidney J. Dowling, advertising and 
administration, was promoted to assistant 
vice president. 

Jackson—NATIONAL BANK OF JACK- 
SON advanced Daniel C. Haefner from 
vice president and ,.trust officer to vice 
president; and C. E. Greene, Van D. 
Field and Homer Hilton, Jr., to trust 
officers. 


MINNESOTA 


Minneapolis—Gordon Murray succeeds 
the late Arthur H. Quay as president of 
First NATIONAL BANK. Robert M. Bell 
became vice president in the trust de- 





GORDON MURRAY ROBERT M. BELL 


partment; Lee A. Short and Frank B. 
Weck, vice presidents and trust officers; 
Alfred E. Wilson resigned as vice presi- 
dent to make his home at Laguna Beach, 
Cal.; Gordon M. Malen (advertising and 
new business department) elected as- 
sistant cashier. 


FRANK B. WECK 


Lee A. SHORT 


Member Federal Reserve System and Federal Deposit Insurance Corporation 


Fesruary 1952 





Although Mr. Murray, at 44, is one of 
the youngest presidents in First Nation- 
al’s 94 year history, next summer he will 
observe his 25th anniversary with the 
bank. Active in business and civic af- 
fairs, Mr. Murray is a member of the 
Minneapolis Grain Exchange, treasurer 
of the Northwest Crop Improvement As- 
sociation and of the Christian Rural 
Overseas Program of Minnesota. 


Messrs. Bell, Short and Weck entered 
the bank when Minneapolis Trust Co. 
merged with First National in 1933. Since 
1946, Mr. Bell has been assistant vice 
president in charge of the department’s 
agency division, while Messrs. Lee and 
Short have been in the probate and ad- 
ministrative divisions, respectively. 

Mr. Wilson had been active in Minne- 
apolis banking affairs since 1906, when 
he joined the staff of the former Security 
Bank of Minnesota, later merged with 
First National. After a decade as secre- 
tary of First Bank Stock Corporation, 
he returned in 1939 to an executive post 
in the trust department of First National 
and served as its head from 1941 until 
recently. 

St. Paul—Walter 
E. Kunze, trust of- 
ficer and assistant 
secretary of FIRST 
TRUST COMPANY OF 
ST. PAUL, was 
elected vice presi- 
dent; Donald L. 
Doyon, assistant 
corporate trust of- 
ficer; and John A. 
McHugh, assistant trust officer. Mr. 
Kunze, First Trust’s oldest employee in 
length of service, joined the company in 
1915, and is a graduate of St. Paul Col- 
lege of Law. Mr. McHugh joined the com- 
pany after graduation from University of 
Minnesota Law School. Mr. Doyon start- 
ed with First Trust in 1938. After being 
discharged as Captain in the Air Force 
in 1946 after receiving the bronze star, 
two battle stars and the presidential cita- 
tion, he obtained in 1949 the degree of 
Bachelor of Business Administration 
from the University of Minnesota. 





W. E. KUNZE 
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MISSISSIPPI 


Meridian—G. B. Dempster, assistant 
cashier, CITIZENS NATIONAL BANK is 
made trust officer; Mrs. Sam Coats, as- 
sistant trust officer, made assistant cash- 
ier in addition. 


MISSOURI 


Kansas City—City NATIONAL BANK & 
Trust Co. has advanced James R. Bocell 
to assistant trust officer and estate plan- 
ning officer, and elected Paul H. Jenree 
assistant trust officer. Mr. Bocell, asso- 
ciated with the bank 11 years, is a grad- 
uate of the University of Kansas City 
Law School. Mr. Jenree recently joined 
the staff. 

St. Joseph—George U. Richmond, who 
has been vice president and trust officer 
of AMERICAN NATIONAL BANK, has been 
made executive vice president. 

St. Joseph—Fred T. Burri, formerly 
cashier and trust officer, TOOTLE-LACY NA- 
TIONAL BANK, has been advanced to vice 
president, and Robert Douglas appointed 
trust officer. 

St. Louis—St. Lours UNion Trust Co. 
announced the promotion of Joseph W. 
Schutte and Alexander Henderson to as- 
sistant vice presidents and D. L. McVea 
to assistant secretary. 


NEBRASKA 


Columbus—J. O. Peck, who has been 
president and trust officer of CENTRAL 
NATIONAL BANK, became chairman of the 
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board. He is succeeded as president by 
Howard L. Burdick, formerly executive 
vice president, cashier and assistant trust 
officer. 


Omaha—OMAHA NATIONAL BANK pro- 
moted Sumner Slater to trust officer. Mr. 
Slater has been with the trust depart- 
ment since 1945, when he returned from 
active duty with the U. S. Navy. 


Omaha—Appointed trust officers at 
UNITED STATES NATIONAL BANK were 
Henry B. Pierpont and George E. Win- 
slade, both formerly assistant trust of- 
ficers. 


NEW JERSEY 


Jersey City—COMMERCIAL TRUST Co. 
advanced Edward T. Purcell and Henry 
J. Muller to trust officers. 

Jersey City — James Hogger, tax 
analyst in the trust department of Trust 
COMPANY OF NEW JERSEY, has been elect- 
ed assistant treasurer. 

Nutley—William P. Scott advanced to 
vice president and trust officer at the 
BANK OF NUTLEY. 

Plainfield—Donald C. Carpenter be- 
came an assistant trust officer of PLAIN- 
FIELD TRUST Co. 

Westfield—Robert L. DeCamp was 
made vice president only, being relieved 
of the titles of cashier and trust officer, 
at NATIONAL BANK OF WESTFIELD; Henry 
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Giuditta advanced from assistant cashier 
and assistant trust officer to cashier. 


NEW YORK 


Binghamton—Guy K. Crandall, secre- 
tary and trust officer at MARINE MIDLAND 
Trust Co., has received the new title of 
vice president. 


Brooklyn—William J. Wason, Jr., pres- 
ident of KiIncs County Trust Co. for 
18 years, who now is in his 58th year 
with the trust company, resigned from 
that position and was elected chairman 
of the board. He is succeeded as presi- 
dent by Chester A. Allen, a vice presi- 
dent since 1933. Mr. Allen first served 
with counsel for the trust company as 
a certified public accountant andén 1925 
joined the office of counsel. He entered 
the trust company in 1931, becoming vice 
president in 1933 and a trustee in 1940. 
He is president of Corporate Fiduciaries 
Association of New York. 


George Gray, elected in December as a 
vice president, succeeds Mr. Allen in 
charge of the trust department. 


Buffalo—Elmer L. Hewson has been 
elected a trust officer of MANUFACTURERS 
& TRADERS TRUST Co. He has been with 
the bank since 1923, active in trust 
work. 


Buffalo—At 
MARINE TrRusT Co. 
of WESTERN NEW 
YorK, William T. 
Haynes was elected 
vice president, and 
Walter H. Boyd, 
Jr., elected assist- 
ant vice president. 
Mr. Haynes began 
hts banking career 
in 1915 with Buffalo Trust Co. That in- 
institution merged with the Marine Trust 
Co., and he was elected assistant vice 
president and trust officer in 1930. In 
1932 he was transferred to Marine Mid- 
land Group, Inc., as vice president super- 
vising trust department activities in the 
Marine Midland Banks, and in 1937 
assumed the additional office of secre- 
tary. In his new position Mr. Haynes will 
be administrative officer in charge of 





WILLIAM T. HAYNES 





operations and development activities in 
all trust departments. He is vice chair- 
man of the trust division, New York 
State Bankers Association, and an hon- 
orary member of the Probate Attorneys 
Association. 


Mr. Boyd joined Marine in 1930, and 
was elected trust investment officer in 
1936; he also is secretary of the Marine 
Midland Group. 


Endicott—David M. Warner, who is 
trust officer of ENDICOTT TRUST CoO., was 
named also assistant treasurer. 


New York—BANKERS TRUST CO. an- 
nounced the followifig promotions in the 
pension and personal trust department: 
Guy R. Byam, assistant vice president in 
investment advisory division; H. F. Cur- 
ran, trust officer; James H. Raprager, 
assistant trust officer; and Leon R. Shaf- 
fer, assistant treasurer, all in trusts and 
estates; George F. Valentine, assistant 
vice president in the tax division; George 
B. Denious and Frederick R. Hall, as- 
sistant treasurers in the investment re- 
search division; Ledlie C. Pitt, assistant 
secretary in the pension division. In the 
corporate trust department, E. G. Far- 
rell was made vice president. 


New York — City BANK FARMERS 
Trust Co. appointed Frank A. McGlynn 
an assistant secretary. 


New York—Gregory Korte was elected 
assistant trust officer of GUARANTY 
Trust Co., among other elections. 


New York—Andrew K. Scharps has 
been appointed a vice president of MAN- 
UFACTURERS TRUST Co., in the securities 
department, where he will assist the 
Employees’ Pension Committee in ad- 
ministration of the bank’s pension fund. 


New York—John 
R. McGinley, vice 
president, has been 
placed in charge of 
all trust depart- 
ment activities of 
MARINE MIDLAND 
Trust Co.; Roland 
W. Mahood, a trust 
investment officer 


J. R. McGINnLEY in the _ personal 
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trust department, elected assistant sec- 
retary. 

Rochester—The election of G. Alfred 
Sproat as a senior vice president and 
Wilmot R. Craig as vice president and 
trust officer was announced by Raymond 
N. Ball, president of LINCOLN ROCHEs- 
TER TRUST Co. Mr. Sproat, who has been 
in charge of the investment department 
since 1934, will assume general super- 
vision of all departments of the bank 
which administer the earning assets, in- 
cluding investments, loans and mort- 
gages. 


Mr. Craig came to the bank in 1936 
from Guaranty Trust Co. of New York 
after being graduated from Allegheny 
College. He also attended the Graduate 
School of Banking at Rutgers University. 
Mr. Craig, as trust officer, assumes the 
responsibilities formerly carried by John 
W. Remington, who continues as execu- 
tive vice president. 


Rochester—William J. Stephens, Jr., 
has been elected an assistant secretary 
in the trust department of UNION TRUST 
Co. 


Westbury—At WHEATLEY HILLS Na- 
TIONAL BANK, Michael E. Pacholik was 
elected trust officer in addition to being 
comptroller; Miss Grace T. Tobie, as- 
sistant trust officer. 


NORTH CAROLINA 


Charlotte & Winston-Salem — WacH- 
OVIA BANK & Trust Co. elected John 
Schuber an assistant trust officer at 
Charlotte; and Arnold N. Sloan, former- 
ly assistant trust officer, transferred from 
Raleigh to Winston-Salem and elected 
assistant vice president. 


OHIO 


Cincinnati—William E. Anderson, vice 
president and trust officer at CENTRAL 
Trust Co., has been elected a director. 

Cleveland—CLEVELAND TRUST Co. has 
made the following trust promotions: M. 
F. Brightwell (formerly assistant vice 
president) and H. E. White (formerly 
trust officer) elected vice presidents; A. 
W. Marten and J. H. Sipple (formerly 





H, E. WHITE 


M. F. BRIGHTWELL 


assistant trust officer) to trust officers; 
R. B. Grandin, Wendell Herrick and S. 
W. Clements, to trust investment officers; 
H. L. Arnholt to assistant trust account- 
ing officer. 


Columbus — HUNTINGTON NATIONAL 
BANK named Robert G. Bigelow and 
Arthur D. Herrmann assistant trust offi- 
cers. 


Dayton—Promotions in the trust de- 
partment of WINTERS NATIONAL BANK & 
Trust Co. include Benjamin W. Fiesel- 
mann, trust officer; Howard Nielson, as- 
sistant trust officer; and Robert Apple, 
real estate officer. 


Toledo—Franklin V. Barger has been 
elected vice president in charge of the 
mortgage loan and real estate depart- 
ments of OHIO CITIZENS TRUST Co., hav- 
ing previously been trust officer and as- 
sistant secretary in charge. Robert L. 
Knight, new business, has been promoted 
to assistant vice president and trust 
officer; William S. Miller (tax) to as- 
sistant secretary and trust officer. Mr. 
Knight is a graduate of the Graduate 
School of Banking at Rutgers University. 
His thesis, “The Relationships of Com- 
munity Chests and Community Trusts in 
Community Planning for Social Wel- 
fare,’”’ was one of 26 selected for publica- 
tion and distribution by the Library of 
the American Bankers Association. Mr. 
Miller, an attorney, is a specialist in tax 
and probate matters. 


PENNSYLVANIA 


Philadelphia — Promotions at THE 
PENNSYLVANIA Co. FOR BANKING & 
TrRusTS included: E. Richard Stewart to 
trust officer; David E. Witham to assist- 
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ant real estate officer; Thomas E. Long- 
den, assistant trust investment officer. 


Philadelphia—Thomas P. Stovell has 
been appointed trust investment officer at 
TRADESMENS NATIONAL BANK & TRUST 
Co. 


Philadelphia— 
7 Robert Coltman 
' has’ been elected 
| vice president in 
charge of the trust 
department of 
PHILADELPHIA NA- 
TIONAL BANK. He 
had since 1946 been 
vice president at 
PROVIDENT TRUST 
Co. in the same city. Mr. Coltman, chair- 
man of the investments faculty at the 
American Bankers Association Graduate 
School of Banking, and co-author of the 
textbook, “Investments,” also is a mem- 
ber of the research council of the Amer- 
ican Bankers Association. Previous to 
joining Provident Trust Co., he was as- 
sociated with National City Bank and 
City Bank Farmers Trust Co., both of 
New York, where he had broad experi- 
ence in investments and trust admin- 
istration. 

Paul W. Brown, Jr., was appointed 
trust officer. He had been active in 
the investment banking field from 1934 
to 1942 when he entered banking, special- 
izing in investment and trust work. 
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‘ Pittsburgh—William C. Fecke and 
George W. Hoffman have been elected 
assistant trust officers of COLONIAL TRUST 
Co., Mr. Fecke in the tax division. 


TENNESSEE 


Knoxville—Two assistant trust officers 
elected by HAMILTON NATIONAL BANK 
are David G. Brown and James L. Rob- 
erts. 


Nashville—G. Frank Cole, Jr., vice 
president and trust officer, First AMER- 
ICAN NATIONAL BANK, also was elected a 
director. 

Nashville—Gayle L. Gupton, in the new 
business development department of 
THIRD NATIONAL BANK, has been made 
assistant cashier. 


TEXAS 


Beaumont—AMERICAN NATIONAL BANK 
advanced J. B. Terrell from assistant 
vice president and trust officer to vice 
president; elected George E. Holland, 
II, assistant trust officer. 


Beaumont — O. Eugene Davis, vice 
president and trust officer, now becomes 
senior vice president at First NATIONAL 
BANK, while William P. Machemehl be- 
comes vice president and trust officer. 

Dallas—Three new assistant trust of- 
ficers at REPUBLIC NATIONAL BANK are: 
John H. McGinnis, R. M. Clifton and L. 
R. Hamner, Jr. 
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Dallas — J. B. 
Lapsley has been 
moved up from vice 
president and as- 
sistant trust officer 
to vice president 
and trust officer, at 
FIRST NATIONAL 
BANK. Mr. Lapsley 
last month com- 
pleted 40 years of 
service with the bank. After his return 
from Army duty during World War II 
he was transferred to the trust depart- 
ment, where for six years he has been 
in general administrative work and has 


J. B. LAPSLEY 


been supervisor of the real estate 
division. 
Fort Worth—First NATIONAL BANK 


has advanced John H. Brooks to vice 
president and trust officer. 


Houston—Head of the trust accounting 
department Samuel C. Bonnette has been 
named assistant trust officer, Houston 
BANK & TRUST Co. 


Houston—Abner L. Lewis, Jr. was 
named assistant trust officer at NATIONAL 
BANK OF COMMERCE. 


Rusk—W. P. Richey, cashier and trust 
officer, CITIZENS STATE BANK, has been 
appointed vice president and cashier. 


San Angelo—L. J. Alexander, who has 
been trust officer, has been made a vice 
president at SAN ANGELO NATIONAL 
BANK; R. B. Lange, made assistant trust 
officer and manager of the loan depart- 
ment. 


San Antonio & El Paso—Robert D. 
Barclay is relinquishing the presidency 
of NATIONAL BANK OF COMMERCE to For- 
rest M. Smith, inasmuch as it was unwise 
because of ill health to continue to carry 
the heavy vesponsibilities in connection 
with that pgsition. He will, however, re- 
main executive chairman. Mr. Smith for- 
merly was yice president of the STATE 
NATIONAL NK, El Paso. 


VIRGINIA 


Alexandria—George F. Downham re- 
tired as vice president, trust officer and 
a director of CITIZENS NATIONAL BANK, 


with which he had been associated for 
more than 30 years. 


Alexandria—George E. Warfield, ex- 
ecutive vice president and trust officer, 
was elevated to chairman of the board 
and will continue as trust officer, at First 
NATIONAL BANK. He is succeeded as ex- 
ecutive vice president by E. Dutton Stoy. 

Richmond—Robert T. Marsh, Jr., was 
elected president of First & MERCHANTS 
NATIONAL BANK to succeed the late H. 
Hiter Harris, and I. Phillips Coleman 
was elected a director and senior vice 
president. Mr. Marsh started his banking 





R. T. MARSH, JR. 


J. P. COLEMAN 


career with the old Merchants National 
Bank in 1923. He left in 1929 to become 
associated with and later treasurer of the 
Dominion Securities Corp., returning to 
the bank in 1938, where he was made 
vice president in 1940. Mr. Coleman 
came to First & Merchants in 1938. 

Richmond—At STATE-PLANTERS BANK 
& Trust Co., A. Frank Robinson, who 
has been assistant trust officer and as- 
sistant secretary since 1949, was appoint- 
ed a trust officer. 


W ASHINGTON 


Seattle—Robert P. Ellick was made 


trust officer at NATIONAL BANK OF Com- 
MERCE, 


Seattle — PEo- 
PLES NATIONAL 
BANK OF WASH- 
INGTON promoted 
Harold A. Rogers 
to trust officer, and 
elected Walter T. 
Bagnall and Edwin 
R. Mackay assist- 
antant trust  offi- 
cers. A graduate of 
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the University of Washington, class of 
1941, Mr. Rogers served three and one 
half years in the Navy and has been 
with the bank since then. 

Spokane — Luther C. Fendler (in 
probate and tax procedure) and M. 
Louis Brunk (in charge of real estate) 
have been promoted to trust officers at 
OLD NATIONAL BANK. Both are members 
of the bank’s Twenty-Five-Year Club. 


WEST VIRGINIA 


Charleston—Mason Crickard, who has 
been executive vice president of CHARLEs- 
TON NATIONAL BANK, was advanced to 
president to succeed the late D. N. 
Mohler. 


WISCONSIN 


Milwaukee—John C. Geilfuss and Rus- 
sell J. Clark, heretofore assistant vice 
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presidents and trust officers at MARINE 
NATIONAL EXCHANGE BANK, have been 
promoted to vice presidents. The new post 
of assistant secretary in the trust depart- 
ment was given to P. J. Burkholz, Jr. 

Milwaukee—MARSHALL & ILSLEY BANK 
promoted from assistant cashiers (trust) 
to assistant vice presidents: Lyle B. 
Schellinger, A. W. Anderson, H. S. 
French and Philip K. Dressler. 


A -& & 


FIDUCIARY ASSOCIATIONS 
ELECT 
Associated Trust Companies of Central 
California: 
Pres.: David L. Anderson, vice presi- 
dent and trust officer, Central Bank of 
Oakland 


V.P.: David J. Barry, trust officer, 
Hibernia Bank, San Francisco 


Secy.: A. J. Callahan, trust officer, 
Wells Fargo Bank & Union Trust Co.|, 
San Francisco 


Cook County Corporate Fiduciary Asso- 
ciation (Ill.): 


President: Milton Olson, assistant trust 
officer, Mutual National Bank of Chicago 


Vice Pres.: William B. Higginbotham, 
vice president and trust officer, South 
Chicago Savings Bank 

Secy-Treas.: Edward P. Gannon, as- 
sistant secretary, Pullman Trust & Sav- 
ings Bank, Chicago 
Corporate Fiduciaries Association of 

New York City: 

Pres.: John J. 
Graeber, vice presi- 
dent, Chase Na- 
tional Bank 

Vice Pres.: Wil- 
liam H. Gambrell, 
vice president, New 
York Trust Co. 

Sec-Treas.: 
Crosby T. Smith, 
secretary, City 
Bank Farmers Trust Co. 
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Trust Operations Officers’ Association of 

Philadelphia: 

Pres.: Harry F. Hauck, trust officer, 
City National Bank 

Vice Pres.: George H. Renninger, as- 
sistant vice president & trust officer, Real 
Estate Trust Co. 

Secy-Treas.: Leslie A. Hoffman, as- 
sistant vice president, Girard Trust Corn 
Exchange Bank 


Corporate Fiduciaries Association of Wis- 
consin: 

President: Clarence Lambrecht, vice 
president and trust officer, First National 
Bank of Oshkosh 

Vice Pres.: Leo M. Anderson, First 
National Bank, Janesville 

Secy-Treas.: Russell J. Clark, assist- 
ant vice president and trust officer, Mar- 
ine Bank & Trust Co., Milwaukee 


SERVING BENEFICIARIES OR MANAGING PROPERTY 


IN 47 STATES AND 16 FOREIGN COUNTRIES 


FIDELITY TRUST COMPANY 
PITTSBURGH, PA. 
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Trust Companies Association of Quebec: 

Pres.: Gordon F. 
Harkness, general 
supervisor, Mont- 
real Trust Co. 

Vice Pres.: T. 
W. Hodgson, man- 
ager, National 
Trust Co. Ltd, 
Montreal. 

Treas.: H. Oui- 
met, assistant gen- 
eral manager, Societé Nationale de 
Fiducie, Montreal. 

Secy: Robert Cooper, Board of Trade 
Bldg., Montreal. 

A A A 


MERGERS, CHANGE OF NAME 
& TRUST POWERS GRANTED 


Hollywood, Fla. — First NATIONAL 
BANK has received trust powers. 


Baltimore, Md.—On January 29, stock- 
holders of CALVERT BANK and the FIDEL- 
ITy TRUST Co. voted to merge the two 
institutions under the latter’s name. 

Albany & Hudson, N. Y. — Hupson 
RIVER TRUST Co. will become a branch 
of NATIONAL COMMERCIAL BANK & TRUST 
Co. of Albany. 

Mt. Vernon & White Plains, N. Y.— 
Plans for merging the County TRUST 
Co. and MOUNT VERNON TRUST Co. were 
tentatively agreed upon by directors of 
both banks. 
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Bronxville & New Rochelle, N. Y. — 
BRONXVILLE TRUST Co. combined with 
First NATIONAL BANK of New Rochelle. 
The enlarged institution, with resources 
of nearly $36 million, will be known as 
the First WESTCHESTER NATIONAL BANK 
of New Rochelle. 


Huntington, N. Y.—The name of First 
NATIONAL BANK & TrRusT Co. has been 
changed to First NATIONAL BANK OF 
HUNTINGTON. 


Hillsboro, Ore.—Stockholders of Com- 
MERCIAL NATIONAL BANK of Hillsboro, 
Commercial Bank of Oregon at West 
Slope and the Citizens Bank of Sher- 
wood approved the plan to merge under 
the name of COMMERCIAL BANK OF ORE- 
GON, with headquarters at Hillsboro. 


Philadelphia, Pa.—Stockholders have 
approved consolidation of Ciry NATIONAL 
BANK into the CENTRAL-PENN NATIONAL 
BANK. (Reported p. 876, Dec. T&E.) 


Pittsburgh, Pa.—PEoPLEsS First Na- 
TIONAL BANK & TrRuST Co. and the 
COLONIAL TRUST Co. are considering a 
merger of the two institutions, which 
rank second and third largest in that 
city. 


Providence, R. I.—PROVIDENCE UNION 
NATIONAL BANK & TRuST Co. will shorten 
its name to PROVIDENCE UNION NATIONAL 
BANK, for the “purpose of simplifying 
the name,” and no change will take place 
in the trust activities of the bank. 





Large enough for 


Broad Experience 


Small enough to be 
Personal 


The 


SUMMIT TRUST COMPANY 
SUMMIT, NEW JERSEY 


ESTABLISHED 1891 


Member Federal Deposit 
Insurance Corp. 





136 


Memphis, Tenn.—UNION PLANTERS NaA- 
TIONAL BANK & TrRuST Co. has_ been 
authorized to shorten its name to UNION 
PLANTERS NATIONAL BANK. It will con- 
tinue to operate its trust department. 


Danville, Tenn.—DANVILLE LOAN & 
SAVINGS BANK changed its name to SE- 
CURITY BANK & Trust Co. J. H. Fowlkes, 
Jr., was appointed assistant trust officer. 
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TRUST 
EMPLOYMENT EXCHANGE 
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Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to “T & E,” attention Employment 
Exchange and code number. 


Specialist in fiduciary income tax, un- 
der 45, with general knowledge of all 
phases of trust work as result of 20 
years with trust department, seeks trust 
position in New England. See Box S-22-1 
on page 128. 


Corporate trust officer, preferably with 
legal training, wanted for trust depart- 
ment in mid-western city. See ad on page 
128. 


Bank in city of 100,000 in west cen- 
tral Connecticut, has opening for trust 
department head with general experience 
in estate administration, estate planning 
and some knowledge of investments. 22-2. 
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English trust bank employee, 37 and 
unmarried, desiring to emigrate to the 
U.S.A., is interested in position offering 
scope for advancement by ability and in- 
dustry, preferably in midwest or western 
states. 22-3. 

Attorney, 34, postgraduate courses 
in accounting and taxation and presently 
editor of a fiduciary law reporting ser- 
vice, seeks association with a trust com- 
pany, preferably in the midwestern area. 
22-4. 

Growing trust department in larger 
Gulf Coast bank, is looking for a man, 
preferably from the South, single and in 
late twenties with some experience in 
trust work. 22-5. 

Trust department employee, 28, seeks 
opportunity to make fuller use of abilities 
acquired from university course in bus- 
iness administration, two years’ trust 
work, and completion of Trusts I at 
American Institute of Banking. 22-6. 


Recognized trust executive, 47, with 
concentrated experience in large admin- 
istrative responsibilities and established 
leadership in expert trust and banking 
public relations desires position in South- 
east. Institution and community im- 
portant. 22-7. 

Lower Florida East Coast bank de- 
sires services of young man, with basic 
training in estate planning, for trust 
solicitation and some _ administrative 
work. H-21-1. 


Top trust executive seeks opportun- 
ity in bank, preferably in South or South- 
west, to head trust department or develop 
trust business. Offers wide experience 
and exceptional record in trust field. 21-2. 
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“Bequest” 1s Not Taboo 


CHARITABLE GIVING NEEDS ENLIGHTENED APPROACH 


JEAN GLASSCOCK 


Director of Publicity, Wellesley College, Wellesley, Mass. 


N THESE DAYS OF HIGH TAXES most 
people feel that they may need what 
capital they possess; and so, naturally 


‘enough, they tend to hang onto it while 


they live. In their wills, however, they 
do dispose of their capial, and it is 
these capital gifts that to a college make 
the difference survival 
and significant advance. 


between mere 


Educational institutions are by no 
means alone in having a high regard 
for bequests as the saving grace of 
private charitable enterprises: hospitals, 
churches, and all similar organizations 
have the same conviction—and concern. 
The concern arises in large part from 
the fact that rarely does there seem to 
he a suitable and seemly time and way 
to let people know how important their 
bequests are to institutions, and, thanks 
to inheritance tax provisions. how little. 
relatively speaking. the bequests would 
cost their heirs. 

Of all the seven ages of man. none. 
apparently. is the right one at which 
to discuss his bequest with an_ indi- 
vidual. And women. who control most 
of the wealth in this country. are per- 
haps even touchier than men about this 
subject. To speak of bequests — even 
nice, safe plural bequests. not the per- 
son's own bequest—-to a youngish per- 
son usually provokes mild) merriment 
on the part of the uninhibited and polite 
inattention on the part of the well- 
hrought-up. The average middle-aged 
woman is inclined to squirm at the 
word “bequest” and to decide that she 
must be looking a little old and perhaps 
a red scarf would perk up that black 
And considered 
vaguely indecent to talk of bequests to 
the aged or ailing. There simply isn’t 
any 


dress. somehow it is 


right moment. in sickness or in 
health, in youth or old age. in public 
or private, for serious consideration of 
bequests. 


A Matter of Privacy? 


Fortunately there is an_ increasing 
number of realists who not only care- 
fully plan their charitable contributions 
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during their lives 
but are genuinely 
interested in 
termining how 
they can provide 
—and at a mini- 
mum cost to their 
heirs — for their 
philanthropies — to 
be carried on after 
death. But. by and large. in this age of 


de- 


THE AUTHOR 


psychiatry, most people are more reti- 
cent about their wills than about any- 
thing else. 


Not long ago at a board meeting a 
woman director who had thought long 
and deeply about the importance of be- 
quests proposed that each member add 
a codicil to his will bequeathing any 
amount he wished to the institution, and 
that fate be 
notified of their action and perhaps 
Her words 
seemed to bounce around uncomfortably 
in the the 
long after she stopped speaking. Finally 


others interested in its 


moved to do likewise. 


silence of directors room 
another member. a lawyer who spends 
much of his time drawing wills and 
might therefore be expected to regard 
a will as objectively as a surgeon does 


an appendix. spoke in shocked tones. 





“Here's a case of real gratitude. Man leaves $20,000 to 
woman who refused to marry him fifty years ago!” 


WE SATURDAY EVENING POST 





Reprinted by special permission of The Saturday 
Evening Post. Copyright 1951 by Curtis Publishing 
Co. 


“Oh, no, we couldn’t do that,” he said, 
“a will is private.” 


One of the results of the fairly preval- 
ent notion that a will is something to 
be discussed only with one’s attorney 
is that the attorney is sometimes put in 
the unfair position of being assumed to 
be an authority about all kinds of 
matters of which he should not reason- 
ably be expected to have much knowl- 
edge. The client is interested in indigent 
cats; the lawyer should therefore know 
which agency could make the best use 
of a bequest for such cats—even if he 
is allergic to all cats. Here is another 
example, extreme but one that actually 
happened: A woman told her lawyer 
that she thought she might leave some 
money to colleges for women and asked 
him what colleges there were. Wholly 
at random he started to name a few. 
Midway through the fifth she interrupt- 
ed him to say, “That’s four. That’s 
enough. Give each of them $25,000.” 
A man of integrity, he protested that 
no serious thought had been given to 
the selection, but she brushed off his 
remarks and went on to the next cate- 
gory of recipients. making the same 
kind of snap awards. 


Shopping for Outlets 


This almost incredible tale illustrates 
in exaggerated form two fairly general 
truths: attorneys frequently have un- 
wonted—and, often, unwanted — influ- 
ence over which institutions receive gen- 
erous bequests, and people who wouldn’t 
dream of buying a share of stock with- 
out investigating thoroughly the earn- 
ing power of the company, its manage- 
ment policy, etc.. sometimes make siz- 
able bequests to organizations about 
which they know virtually nothing. 

All too rarely does a man _ shop 
around as did the late Edward Harkness, 
the great benefactor of Yale, who dis- 
cussed plans and programs with several 
institutions before deciding which 
would best carry out the particular pur- 
poses he had in mind. And a potential 
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donor need by no means have the Hark- 
ness millions before he is welcome as 
this kind of shopper! Why shouldn’t 
people, without self-consciousness and 
on a perfectly business-like basis (since 
after all, they are contemplating a very 
long term investment, usually of con- 
siderable magnitude for them) freely 
and frankly discuss with various insti- 
tutions the possibilities of bequests? We 
prefer to consult experts on all other 
matters; certainly the institutions them- 
selves are the real experts in this field. 
And, on the other hand, why should we 
bristle, or giggle, or think it “positively 
ghoulish” if a representative of such 





Outstanding 


in 
Connecticut 


We invite you to choose 
this institution... 
Connecticut’s oldest and 
largest bank .... when- 
ever you desire a com- 
petent representative in 
this state to assist in the 
administration of es- 
tates. 


Established in 1792 


Resources over $225,000,000 


Hartford 


National Bank 
and Trust Company 


HARTFORD, CONNECTICUT 
Member Federal Deposit Insurance Corp. 


138 


an institution speaks to us, at any age, 
of bequests? 

If we can remove from bequests the 
taboos now surrounding them—if we 
can regard them as something that can 
be talked about openly and not re- 
ferred to only obliquely in polite society 
—there will be infinitely more intelli- 
gent and more satisfying giving. Cer- 
tainly in our free enterprise system the 
colleges and hospitals and churches 
largely dependent upon the generosity 
of individuals will rejoice doubly in the 
bequests they receive, knowing they are 
based on enlightened interest rather 
than on casual impulse, on thoughtful 
consideration rather than on fleeting 
emotion. 


A A A 


FPRA Regional in New York 
“Making Public Relations Pay,” is 


the theme of a regional Financial Public 
Relations Association conference in New 
York, February 29 at the Statler Hotel. 
The all-day program will be featured by 
a luncheon talk by S. H. Chelsted, 
F.P.R.A. president and vice president of 
Peoples First National Bank and Trust 
Co. of Pittsburgh. His topic will be, 
“How to Increase the Bank’s Greatest 
Asset — Public Relations.” 


Speakers and their topics are: Rod 
Maclean, association third vice president 
and assistant vice president of Union 
Bank and Trust Co., Los Angeles — 
“Community Development — The Part 
the Bank Can Play as Leader;” William 
O. Heath, F.P.R.A. treasurer and vice 
president of Harris Trust and Savings 
Bank, Chicago — “The Trust Depart- 
ment — How it can Supplement the New 
Business Effort of the Commercial De- 
partment and Vice Versa”; L. L. Mat- 
thews, second vice president of the 
F.P.R.A. and president of American 
Trust Co., South Bend, Ind. — “Build- 
ing a Public Relations Policy” and Wil- 
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liam B. Hall, first vice president of the 
Association and vice president of the De. 
troit Bank — “The Employees’ Part in 
Public Relations.” 

Following the luncheon the confer- 
ence will divide into departmental 
groups. Each group will hear comments 
by a panel of experts in the fields of 
commercial development, trust develop- 
ment, consumer credit, staff relations 
and savings and mortgages. A question 
and answer session will follow these 
talks. 

A 8&2 & 


Trust Council News 


January meetings of Life Insurance 
Trust and Estate Planning Councils, re- 
ported to T.&E., include: 

Southeast Florida: 3rd—Continuation 
of panel discussion on the Revenue Act 
of 1951 as it applies to the four groups 
represented in the Council. 

North Jersey: 16th—Newly elected 
officers are: pres. William R. Beardslee 
of Lincoln National Life; Ist vice pres.. 
John S. Bacheller of Fidelity Union 
Trust Co., Newark; 2nd vice pres., R. 
Barry Greene of Connecticut General 
Life; sec., Walter J. McLaren of Na- 
tional Newark & Essex Banking Co.; 
treas., Robert M. Saville, Massachusetts 
Mutual Life. Walter R. Peabody of Rut- 
gers Univ. spoke on “The Economic 
Outlook for 1952.” 

Philadelphia: 3rd— M. D. Conklin, 
tax consultant of Champion Paper & 
Fibre Co. and a former trust officer of 
Fifth Third Union Trust Co. in Cin- 
cinnati, described estate planning as 
applied to company officers and em- 
ployees. 

Fort Worth: 2\st—Local attorney Ro- 
bert B. Cannon analyzed the tax aspects 
of pension and profit-sharing trusts. 

Milwaukee: 28th—William F. Elliott 
of the Chicago Bar reviewed current 
estate planning problems. 
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Photo by Photo Arts, Miami 
The First National Bank of Miami in its 


50th year, 1952, when it has become Florida’s 
largest, as well as oldest, financial institution. 


30th Anniversary of The 
First National Bank of Miami 


The First National Bank of Miami’s 
50th anniversary will be marked by spe- 
cial events throughout the year 1952 and 
by the issuance of an annual report 
which features the highlights of city and 
bank growth. 


Thirty-five of the bank’s fifty years 
of progress were under the direct leader- 
ship of the late E. C. Romfh, who headed 
the group of bank founders and was 
elected president in 1910. During his 
tenure the city grew from a hamlet of 
two thousand people living near a river’s 
mouth into a large metropolis of more 
than a quarter million residents. 


Through the merger with American 
National in 1947, the First National be- 
came the largest bank in Florida and 
part of the First National Group of 
banks founded in the thirties by the late 
Wiley R. Reynolds. 

In the postwar years, Miami’s economy 
has become much broader of base with 
industry of its own and a farming and 





The First National Bank of Miami in its 
first year, 1902, when Miami was a village 
of less than 2,000. 


agricultural hinterland. In addition, the 
International Airport has made Miami a 
vital link between North and South 
America. More than one-half million over- 
seas passengers went through in 1951, 
and surprisingly, overseas air cargo ex- 
ceeded 64 million pounds. This is nearly 
three times the total cargo carried by 
all the New York Port Authority airports 
and makes Miami International the lead- 
ing airport in the country in this cate- 
gory. 

At the close of 1951, First National 
deposits stood at a new peak level of 
$150,652,056. Loans were also at a new 
high, aggregating $31,394,990 at year 
end. Since 1947, loan volume has doubled, 
augmented by the new Installment Loan 
division which in 1951 alone made 6,000 
loans, and at year end stood at $2.7 mil- 
lion. 

Ninety per cent of the total investment 
portfolio of $89.8 million was in U. S. 
Government obligations, of which 33% 
was due or callable within one year and 
63% was due from one to five years. 

Capital of 160,000 shares of $25 par 
stock, totalled $4 million, surplus $2,700,- 
000, and undivided profits and reserves 
$2,049,579. The total capital account, 
therefore, rose nearly 5% over the 1950 
amount. 

The latest dividend declared is the 
153rd in an unbroken series since the 
bank’s founding. 

Planning for the future, the bank has 
made provision for adequate facilities to 
keep abreast of trends. 
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Federal Reserve System 
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Trust Business, 1952 


Writing in the Tarheel Banker for 
January, Gilbert T. Stephenson makes 
three assumptions: thinking will center 
on politics; rearmament will continue; 
high prices will prevail. On this basis 
he advises (1) expansion of finance 
forums, particularly in smaller com- 
munities, cooperatively managed, and 
with opportunity for men and women to 
attend the same session; (2) funding 
of insurance trusts now, while people 
have the cash, if necessary combining 
living trusts and unfunded insurance 
trusts into funded insurance trusts; (3) 
reviewing salary lists with special refer- 
ence to the salaries of executive trustmen 
in comparison with bankmen of equal 
executive responsibility. 
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Marital Deduction Choice 


“ESTATE TRUST” OR POWER OF APPOINTMENT 


HENRY COOPER 


Assistant Vice President, Mellon National Bank and Trust Company, Pittsburgh 


S the result of many articles on the 

subject of marital deduction 
trusts,” some clarification as to form 
has arisen. It would seem that such 
trusts may take any one of three forms 
or a combination thereof: the estate 
trust; trust with general power to ap- 
point during life; and trust with gen- 
eral power to appoint by will. A study 
of the features of each of these forms 
is essential to the estate planner. 

The “estate trust” arises where the 
instrument provides that all the income 
and all the principal must eventually 
pass to the surviving spouse or her es- 
tate. The other two forms result from 
a direction to pay the income at least 
annually to the spouse and the principal 
as she alone may direct either by deed 
or by her will. 


Unproductive Property 


While the regulations under the Rev- 
enue Act of 1948 clarified many prob- 
lems which had disturbed draftsmen. 
they unfortunately introduced the sub- 
ject of unproductive property, not men- 
tioned in the Act itself. In general, a 
power to retain such property may dis- 
qualify a trust where the spouse is given 
a testamentary power to appoint, unless 
(1) the trustee is required either to 
make the property productive or to con- 
vert it within a reasonable time, or (2) 
the trustee is required to use the degree 
of judgment and care in the exercise 
of the power which a prudent owner 
would use, or (3) the spouse can com- 
pel the trustee to convert or otherwise 
deal with the property in the manner 
set out in (1) and (2) above, or (4) 
the trustee is directed to provide the 
required beneficial enjoyment, such as 
by payments to the spouse out of other 
assets of the trust. 

One of the advantages, therefore, of 


This article is based in part on a paper before 
the Fifth Annual Tax Forum at Pennsylvania 
State College. 

*Outright distribution as a method of obtaining 
the marital deduction is excluded from this dis- 
cussion. 
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the “estate trust” would appear to be 
that, the regulations not requiring such 
a trust to be income producing, a pro- 
vision permitting retention of unproduc- 
tive property will not disqualify the 
trust. On the other hand, the regulations 
offer the several methods noted above. 
by which a power of appointment trust 
with power to retain will qualify. 

As a practical matter, the retention 
of unproductive assets will not be de- 
sirable in most instances. For example. 
the average owner of closely held stock 
(often the principal asset in the estate) 
who may have followed a no-dividend 
policy during life. will foresee the ne- 
cessity of dividends for his surviving 
spouse, if the estate plan is to provide 
for her properly. 


Other Advantages of Estate Trust 


Another advantage of the “estate 
trust,” not available in all states, is that 
the trustee may be given the right to 
accumulate income, since the regula- 
tions require simply that all income 
must ultimately pass to her estate. to- 
gether with the corpus. By a Deed of 
Trust it is possible to select a jurisdic- 
tion permitting the accumulation of in- 
come beyond the life of the donor and 
the minority of a beneficiary. 

The “estate trust” also gives the dece- 
investment 


management of his 
spouse, for such a trust, where a proper 


dent assurance of selected 
during the life 


spendthrift clause is included, cannot 
be terminated by the spouse _benefici- 
ary.! 

Perhaps an important advantage of 
the “estate trust” in certain cases lies 
in the fact that the Rule against Perpet- 
uities is measured from the date of the 
surviving spouse's death, not from the 
date of the decedent’s death, as is the 
case where a testamentary power is used 
to qualify the trust. Thus, new powers 


1See Section 3A of the Pennsylvania Estates Act 
of 1947. 


may be created under her will, extend- 
ing the potential of tax-free trusts. 

The “estate trust,” however, presents 
a number of technical and practical dis- 
advantages. In effecting a blending of 
both spouses’ estates, all assets, at the 
death of the survivor. become open to 
the claims of the creditors, even though 
the estate trust contained a spendthrift 
provision effective during the surviving 
spouse's lifetime. Another consequence 
of this blending is that assets taxed at 
the decedent’s death and subjected to 
administration expenses. 
ject to secondary state taxes and admin- 
istration expenses at the death of the 
surviving spouse. For 
Pennsylvania estate tax. if it arises as 
the result of the 80‘; credit, cannot be 
avoided, but the inheritance tax and 
administration expenses can, by the use 
of the power of appointment trust. 


become sub- 


example, the 


Perhaps the greatest difficulty with 
the “estate trust” is a practical one. The 
surviving spouse may fail to make a 
will or may execute one without full 
realization of its effect. 


Deed Power 


One of the advantages of a trust using 
a power to appoint by deed, with dis- 
position over in default of appointment. 
is that of flexibility, for the spouse bene- 
ficiary is thus enabled to meet unfore- 
seen contingencies without the restric- 
tion of a trustee. She may also use this 
device to reduce secondary taxes and 
expenses which may arise at her death. 
by exercising the power in favor of 
others during her lifetime. Such trans- 
fers are. of course. gifts. but it may be 
even more advantageous tax-wise for 
the surviving spouse to transfer prop- 
erty than for the decedent to have done 
so during his lifetime. 

It is not clear what the status of un- 
productive assets would be in such a 
trust. The requirement that the spouse 
must receive all the income and in not 
less frequent than annual installments 
is applicable to all power of appoint- 
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ment trusts. Yet, as a practical matter, 
the spouse beneficiary may, through the 
exercise of her power to consume, in 
effect compel the trustee to release the 
asset for productive reinvestment—one 
of the requirements spelled out in the 
regulations. 

The spendthrift clause in such a trust 
is probably effective both before and 
after the death of the spouse benefici- 
ary. It is doubtful that a creditor could 
either compel the exercise of the power 
in his own favor or enforce a claim at 
the death of the spouse, since what re- 
mains is property over which her power 
has not been exercised, and following 
the Restatement of Property,” creditors 
cannot reach such assets. It should be 
noted, however, that the spendthrift 
clause in this type of trust should not 
contain language inconsistent with the 
right of the spouse beneficiary to con- 
sume, 

Another advantage of such a trust 
over one providing only testamentary 
power is that the Rule against Perpet- 
uities apparently runs from the date of 
exercise of the power. which, if arising 
after the husband’s death. gives added 
flexibility to the plan. 

Perhaps the most substantial objec- 
tion to the trust with power to appoint 
by deed is that its exercise may thwart 
many objectives of the donor of the 
power. The spouse beneficiary. being 
unrestricted, may use the subject matter 
unwisely for herself or may divert it 
to others who would not have been ob- 
jects of the decedent’s bounty. It would 





Paragraph 327. 


seem that a limited power to appoint 
would be more desirable. Flexibility is 
thus afforded and the trust itself may 
be qualified by a testamentary power 
to appoint. 


One rather interesting technical ob- 
jection arises with respect to this form 
of trust. Where the spouse is given the 
power to appoint during her lifetime, 
whether or not she exercises the power 
during a taxable year, capital gains will 
fall upon her. In most instances it is 
desirable to divert capital gains from 
the life tenant to the trustee. The former 
is usually in higher income tax brackets 
and the trustee enjoys a separate in- 
come tax exemption. This can be ac- 
complished, if desired, by using the 
testamentary power to qualify the trust 
and giving the discretionary authority 
to use principal to the trustee. In such 
a case capital gains will be taxed to the 
trustee, unless principal is actually used 
during the course of the taxable year 
for the benefit of the life tenant. When 
this occurs, the taxable status is then 
open to considerable question and de- 
pends upon an interpretation of the 
highly controversial Section 162(d) (1) 
of the Internal Revenue Code. It is the 
opinion of our legal counsel that, under 
certain conditions, a portion of the capi- 
tal gain may be taxable to the trustee. 
even where the trustee has actually ex- 
pended principal during the course of 
the taxable year. 


Testamentary Power Trust 


In the average case, the writer favors 
a trust qualified by testamentary power 
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“Hope you don’t mind, Miss Martin. 
Nobody ever looks at things on the bulle- 


tin board.” 
Copyright 1952 Cartoons-of-the-Month 





of appointment. Here, investment man- 
agement is supplied by a trustee selected 
by the property owner himself. Creditor 
protection is afforded all beneficiaries 
unless the spouse commingles the ap- 
pointive estate with her own, which 
careful draftsmanship of her will can 
avoid. The decedent can somewhat con- 
trol such a possibility by specifying in 
his will that the power to appoint must 
be exercised by a will executed after 
his own and by specific reference to the 
power itself. 

A further advantage. equally applic- 
able to trusts with power to appoint by 
deed and power to appoint by will, is 
that (in Pennsylvania) no inheritance 
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tax falls upon the appointive estate at 
the death of the donee of the power, 
nor is there any administrative expense 
involved, even if the power be exercised, 
unless the appointive estate is com- 
mingled. Note, however, that by an Act 
of 1943* the Pennsylvania estate tax 
picks up the 80° credit, where the ap- 
pointive estate is in excess of $100,000, 
even though the spouse’s own estate will 
involve no inheritance tax. 


Some disadvantages can be pointed 
to in this form of trust, but for the 
most part these can be overcome by 
proper planning. For example, it may 
be argued that the form is inflexible in 
that the spouse is given no opportunity 
to reduce the secondary tax liability 
which will fall upon her estate. On the 
other hand, the trustee may be directed, 
if it exercises its discretionary author- 
ity to use principal, to utilize the corpus 
of the marital deduction trust first, even 
to the exhaustion thereof. This obvious- 
ly tgssens the secondary tax liability. 


x is undoubtedly true that the Rule 
agganst Perpetuities will be measured 
rt i the date of death of the donor of 
th® power, but we have found relatively 
few instances, in these days of smaller 





#1943, P. L. 864. 





estates, where the Rule is an important 
factor. If it be so, the “estate trust” can 
always be resorted to. 


There are a number of means by 
which the trust can be qualified even 
though it is comprised, in substantial 
part, of unproductive assets. Should a 
decedent direct that the stock of his 
closely held corporation be retained, 
even. though it has followed a policy of 
paying no dividends, by making his 
wife a co-trustee or vesting in her the 
voting control of the stock, she may, at 
her election, either continue as an active 
manager, drawing a salary without de- 
veloping a dividend policy, or she may 
make the asset productive by her control 
over management. 

As for the opportunity of thwarting 
the decedent’s wishes under this form, 
the spouse in actuality is far more lim- 
ited than in the case of the outright 
bequest, the “estate trust” or the trust 
with power to appoint by deed. 


A AA 


Two Join Kennedy Sinclaire 
Charles E. G. Lloyd and James K. 


Sinclaire, Jr., have joined the staff of 
Kennedy Sinclaire, Inc., Trust Adver- 
tising Agency. Mr. Lloyd was formerly 


engaged in probate practice and more 
recently was in charge of trust new 
business at the Rutherford Trust Co, 
Mr. Sinclaire was previously with the 
Group Insurance Division of the Aetna 
Life Insurance Company. 


AAA 


Kansas Trustmen to Meet 


The 1952 Trust Conference of the 
Kansas Bankers Association will be held 
at the Town House in Kansas City, Kan., 
on March 27. Trust Division President 
Milton F. Barlow has urged the attend- 
ance of commercial officers as_ well 
as trustmen from the fiduciary em- 
powered banks because of the oppor- 
tunity the former have to obtain trust 
business. 


AAA 


Trust Mortgage Loans 
The Federal Reserve Bank of Minne- 


apolis reports that commercial bank 
trust departments in the Ninth District 
on May 31, 1951, held $134 million of 
real estate mortgages secured by resi- 
dential properties and $3 million by 
non-residential. The savings and loan 
associations led in residential mortgages 


with $346 million. 
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o T Compiled by Leon Schaefler of Finch & Schaefler, New York City* IN 
t 
° GUARDIAN 
ina ADMINIS- TESTA- OF COMMIITTEE OF 
STATE TRATOR EXECUTOR MENTARY PROPERTY PROPERTY A AD 
TRUSTEE OF MINOR INCOMPETENT C 
Alabama No. No No No No 
Arizona No. No Yes No No G 
: uaranty Trust Compan 
Arkansas No. No Yes No No y : P , y 
California No. No No No No of Canada is fully equip- 
the Colorado No. Yes (2) Yes (3) No No ped and eminently quali- 
eld Connecticut No. Yes (4) Yes (4) No No ‘ 
" Delaware No. Yes (4) Yes (4810) Yes (4810) Yes (4810) fied to handle the ancillary 
; ty District of Columbia Yes Yes Yes Yes Yes administration of estates 
mt | Florida No No No (8) No No A oten te h f fid 
id- Georgia No No No No No and other branches o u- 
ell | Idaho No No No No No ciary services anywhere in 
m- Illinois No No No No No Cc d 
- Indiana No No No No No anacs. 
, Iowa es ms Yes Yes Yes Yes Yes eee ee 
| a : . 
Ist =| = Kansas No No No No No Correspondence is invited 
Kentucky No No No No No : 
Louisiana Yes Yes No No No 
Maine Yes Yes Yes No Yes j . 
Maryland Yes (4) Yes (4) Yes (5) Yes (4) Yes (4) 
Massachusetts Yes(4) -Yes(4)~—s Yes (4) = Yes (4) ~—sYees (4) ' i ‘RI S' | ' 
ie. | Michigan No No No No No 
k | Minnesota No No No No No Company of Canada 
n ee " , ue i c i. = 
* Mississippi Yes Yes Yes Yes Yes 
ict Missouri No No No No No Toronto Ottawa Windsor 
of | Montana No No No No No Niagara Falls Sudbury Montreal 
si- Nebraska “og No No No No Calgary Vancouver 
by Nevada 0 No No No No ns 
: | New Hampshire No No No No No Authorized to conduct 
an =| sNew Jersey . No Yes Yes No (6) No (7) the business of a trust company 
es ; New Mexico 7 No No No No No throughout Canada 
| New York __. Yes (4) Yes (4) Yes (4) Yes (4) Yes (4) 
| North Carolina — No No No No No 
ei | North Dakota - Yes Yes Yes Yes Yes 
| Ohio No Yes (9) Yes (9) No (6) No (7) 
Oklahoma No No No No No 
Oregon - es No No No No No 
Pennsylvania — Yes (4) Yes (4) Yes (4) Yes (4) Yes (4) For complete 
Rhode Island Yes (4) Yes (4) Yes (4) Yes (4) Yes (4) fi P 
South Carolina No No Yes No No ‘ rv 
South Dakota No No No No No ducia J se ice 
Tennessee - Pn No No No No No - 
Texas pated No Yes (11) Yes (11) No No 1n 
Utah No Yes Yes (10) No No 
Vermont No Yes (1) Yes (1) No No ° 
Virginia : er: No No No No No Minnesota eee 
Washington No No No No No 
West Virginia - No No No No No 
Wisconsin __. No Yes (4) Yes (4) No No 
Wyoming — No Yes ves No (6) No (7) 
ID, ose No No No No No 
The answer “Yes” indicates that the right to act is either absolute or dependent on fulfillment 
of conditions precedent which are not onerous or expensive; the answer “No” indicates that 
the prohibition is either absolute or dependent on fulfillment of conditions precedent which 
are too onerous or expensive to warrant compliance. 
(1) In the discretion of the Probate Court, pro- (4) “Reciprocal’—provided a bank of this state 
vided at least 65% of the estate is located or may act in such capacity in the state of in- 
invested without the state of Vermont, and corporation of the non-resident trust com- 
provided that Vermont banks are permitted pany. 
to act as executor or trustee under the Will (5) “Reciprocal”—as in (4) above except as to 
of a resident of the state where such foreign court-appointed trustees where the appoint- 
bank has its domicile. ment would appear to be discretionary. 
(2) A non-resident trust company may not act as (6) But may act as testamentary guardian. 
sole executor of a Will of a resident of Colo- (7) But m t natin Pm di t 
rado, but, subject to the discretion of the 3 clon as testamentary Guardian Of an 
Probate Court, may act as co-executor of a se ; 
such Will with a resident of that state. (8) But may receive bequests to it as trustee of L, 
(3) A non-resident trust company may act as money or intangible personal property. 
: ree : A (9) If named in the Will and approved by the 
trustee under the Will of a resident of Colo- 
rado provided the testator expressly directs quae. : ‘ BANK OF MINNEAPOLIS 
that the trust is not to be administered under (10) If named in the Will. 


*This chart is reproduced by permission of its publisher, Probate Attorneys Asso- 
ciation (International) from whom copies may be obtained without charge at 


11018 W. Pico Boulevard, Los Angeles 64. 


Minneapolis 2, Minn. 





the jurisdiction of a Colorado Probate Court. (11) If a permit to do business in Texas could be 
| obtained, which is doubtful. 115 South 5th Street 
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WHERE THERE'S A WILL 


ARTHUR CAPPER, long-time U. S. Sen- 
ator from Kansas, provided in his will 
for “the orderly and efficient” continued 
operation of Capper Publications, Inc., 
in the words of executor Henry S. Blake, 
vice president and general manager who 
receives the largest stock interest in the 
corporation. The will leaves about 25 per 
cent of the stock to a sister and 29 
associates in the company which owns 
wholly or in part two newspapers, two 
radio stations and eight periodicals. It 
is estimated that the estate will run at 
least $1,500,000 after debts, taxes and 
expenses. If any assets are to be sold, 
first opportunity is to be given to the 
Senator’s business associates. Following 
cash bequests of $10,800 to relatives, 
$250,000 to the Capper Foundation for 
Crippled Children and $1,000 each to 
14 other local charities, any remaining 
stock is to be distributed to the named 
employees in the same proportion as their 
specific bequests. The National Bank of 
Topeka was named successor executor. 


FRANK T. LLoyp, Sr., former Justice of 
the then New Jersey Court of Errors and 
Appeals and for 32 years on the bench, 
left an estate of approximately $200,000. 
To his son, Superior Court Judge Frank 
T. Lloyd, Jr., the one-time Camden 
County prosecutor famed as a foe of vice 
and crime bequeathed his law library, 
and to his two daughters $3,000 each. 
The residue, with the exception of $600 
each to three employees, and a sum 
not exceeding $1,500 annually for the 
maintenance of Mrs. Lloyd’s 
is placed in trust to pay the 


sister, 
income 


equally to the children (Mrs. Lloyd hav- 
ing predeceased the testator). Judge 
Lloyd provided that if one of his sons- 
in-law should be incapacitated for any 
reason other than death from carrying 
on his profession (medicine), two-thirds 
of the income shall be paid to that daugh- 
ter unless, according to a codicil, the 
other son-in-law, Rear Admiral Robert 
S. Davis, head of the Navy Dental Corps 
during World War II, is then deceased 
or deprived of all compensation from the 
Government either as an active or retired 
officer.. Upon the death of any child, one- 
third of the principal is to be paid in 
equal shares to six named grandchildren. 
The will originally named the three chil- 
dren as executors and trustees but a 
codicil substitutes the younger Judge 
Lloyd and First Camden National Bank 
and Trust Co. 


WILLIAM HENRY WRIGHT, mining ex- 
excutive and founder of “The Toronto 
Globe and Mail,” left an estate estimated 
at more than $7,000,000, with instruc- 
tions that after payment of debts, taxes 
and administrative costs, the residue 
should be placed in trust for the benefit 
of his sister and her family, excluding, 
however, one of her sons. 
Trust Co., Toronto, an attorney, an in- 
vestment dealer and two relatives were 
appointed executors and trustees. The 
estimate shows over $4 million in mar- 
ketable securities, $1,342,000 in insur- 
ance and half a million in cash. To each 
heir in the family—called the “Main 
Beneficiaries’”—the trustees are to pay 
quarterly income of $150 while under 
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25 years of age and $300 thereafter. 
Capital payments to each are to come 
on their birthdays at five year intervals 
—$10,000 at ages 25, 30, 35 and 50; 
$5,000 at ages 40 and 45. The sister, who 
is over 50, is to receive instead the in. 
come from $50,000. 


At the time of final distribution—21 
years after death of last Main Bene- 
ficiary born prior to testator’s decease 
or at death of last surviving Main Bene- 
ficiary, whichever should happen first— 
the residue is to be divided equally 
among the then living Main Beneficiar- 
ies, with any surviving spouse receiving 
a half share provided they had not been 
legally separated, divorced or remarried. 
Any residue not so disposed of was to 
go to the Salvation Army in Toronto. 

Any beneficiary who should contest 
the will would be automatically disinher- 
ited. 


The trustees were given authority to 
sell or retain non-monetary assets, and 
to manage loans or investments so as 
to avoid embarrassment to the several 
companies involved, but all new invest- 
ments must be within the legally ap- 
proved list. So long as shares of The 
Globe Printing Co. were held in the 
estate, the trustees were instructed to 
nominate as a director the manager for 
the time being of The Chartered Trust 
Co. Mr. Wright declared that he 
satisfied his obligations to the state 
and to the public by large proportions 
of his income and estate through taxes, 
and therefore the intent of his will was 
to insure that his estate should be used 
for the “permanent and lasting benefit 
of ...my Main Beneficiaries.” 


An unusual feature of this will was 
a provision that the trustees must con- 
vene a meeting of all adult beneficiaries, 
the guardians of minors, and the es- 
tate’s attorney every year except those 
in which the accounts of the estate might 
be. passed by the Court. There was to 
be full and free discussion of the finan- 
cial and general matter pertaining to 
the estate, this to be for the information 
of but not binding upon the appointed 
trustees. 


had 


WILLIAM A. IRWIN, former president of 
United States Steel Corp., bequeathed to 
his wife all his personal effects, $10,000 
in cash and the life income of the residue 
of his estate entrusted to Mrs. Irwin and 
The New York Trust Co., who are also 
named executors. The cash bequest is 
stated to be in lieu of all compensation 
to which Mrs. Irwin would otherwise be 
entitled as fiduciary. Upon her death, th« 
trust principal is to be divided equally 
among the five children of Mr. Irwin who, 
after retiring from the steel industry in 
1938, became active in the National Safe- 
ty Council and later chairman of its 
board of trustees. 


TRUSTS AND ESTATES 
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ESTATE TAX 


Claims founded upon promise must 
be bona fide to be deductible. Decedent's 
daughters presented claims totaling 
$131, 652 which were allowed by admin- 
itratrix of estate. Affidavits along with 
oral testimony on Probate Court hearing 
showed that loans were made to enable 
decedent to pay income tax deficiencies 
attributable to failure of Commissioner 
to recognize family partnership. Order 
recited that after consideration of affi- 
davits and testimony Court found that 
decedent had borrowed amounts shown 
from his children, that claimants ex- 
pected repayment of their loans, and 
decedent intended to repay them “as 
soon as such repayment should be con- 
venient and practicable.” Amount of 
claims was deducted on Estate Tax re- 
turn. Commissioner disallowed deduction. 


HELD: Commissioner sustained. Evi- 
dence presented consisted solely of three 
certified copies of records of Probate 
Court. No corroborative testimony or 
other evidence was adduced. Upon this 
“sparse evidence,” administratrix had 
not shown that claims were founded 
on promise or agreement contracted 
bona fide and for adequate considera- 
tion in money or money’s worth, as 
required by Sections 812 (b) (3) and (4) 
of Code. Probate record indicated that 
there might have been consent, agree- 
ment or collusion, rendering the trans- 
action not binding on the Court. Estate 
of Goodwin, T.C. Memo, Dec. 28, 1951. 


Gifts at age 74 associated with life; 
gifts at 82 were substitutes for testa- 
mentary disposition. In 1935 at age of 
74, and again in 1938, decedent made 
gifts to his sons, daughters and wife. 
In 1943 and 1944, he made gifts to his 
granddaughter to equalize previous gifts 
he had made to her brothers. Codicil to 
his will referred to the gift as an “ad- 
vancement.” He died in 1946. Commis- 
sioner determined that all gifts were 
made in contemplation of death and thus 
were includible in decedent’s gross estate. 


HELD: Transfers made to children 
were not includible in gross estate. 
Transfers made to granddaughter in 
1943 and 1944 were made in contempla- 
tion of death. Decedent was in excellent 
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health during period over which gifts 
were made to children. Gifts to sons 
were activated by desire to have them 
continue business that decedent had 
built up. He had informed his sons of 
intention to make gifts more than ten 
years before. Gifts to daughters were 
originally decided upon in 1925 when 
decedent, who was opposed to their 
marrying, told them he was going to 
give them $30,000. Actually, the gifts 
were not completed until 1935 and 1938, 
and, although one of daughters had 
married in meantime, gifts were 
prompted by motives associated with 
life. Gifts to granddaughter in 1943 
and 1944, on other hand, had different 
setting and appeared to constitute sub- 
stitutes for testamentary disposition. 
Estate of Mann v. Comm., T.C. Memo, 
Dec. 28, 1951. 

(Under present law, gifts more than 
three years prior to death are conclu- 
sively deemed not in contemplation 
thereof.) 


Trust with power to alter, amend or 
terminate includible in decedent’s estate. 
In 1939, decedent and his wife trans- 
ferred certain community property to 
another person, for the purpose of hav- 
ing it reconveyed to themselves as trus- 
tees for their children. Trust instrument 
provided that decedent and his wife had 
power to terminate and amend trust, as 
well as power to withhold or pay out 
income or corpus to either or each of 
the named beneficiaries. At time of de- 
cedent’s death in 1944, trust property 
had fair market value of $68,044. Com- 
missioner included this in decedent’s 
estate and assessed deficiency. 

HELD: Refund denied. Fair market 
value of trust was includible in dece- 
dent’s estate. Estate of Zirjacks, v. Sco- 
field, U.S.D.C., W. D. Tex.; Oct. 1, 1951. 


Stock valued for estate tax purposes 
on basis of all relevant factors. Decedent 
owned 80 shares of common stock in 
close corporation, which was set down 
in the Estate Tax return at $300 per 
share. Commissioner determined value 
to be $414.25 per share. 

HELD: On basis of all evidence, value 
was $365 per share. Stock was not traded 
in generally. Last sale prior to dece- 
dent’s death was at $300. First sale 


after decedent’s death was for five 
shares at $315. Commissioner’s argu- 
ment to effect that these sales did not 
indicate fair market value was disput- 
able. While earnings averaged $53 a 
share for five years prior to January 31, 
1945,, and dividends for same period 
capitalized at 6 per cent reflected a value 
of $433 a share, Court took judicial 
notice of fact that five years included 
war period, which was an abnormal one. 
Estate of Patton v. Comm., T.C. Memo, 
Oct. 31, 1951. 


Community property acquired prior to 
July 29, 1927 includible in wife’s estate. 
Decedent died in 1945, resident of Cali- 
fornia. Since marriage in 1899 she and 
husband acquired properties in which 
each had community interest. Some were 
acquired prior to 1923, and others be- 
tween 1923 and 1927, and still others 
subsequent to July 29, 1927. Upon her 
death, properties included in Estate Tax 
return consisted almost exclusively of 
decedent’s separate property. Commis- 
sioner included one-half value of all 
above properties in decedent’s estate. 


HELD: Commissioner sustained. Un- 
der change in California law, effective 
July 29, 1927, wife was given present 
one-half interest in community property. 
This was prospective and as to such 
property acquired prior to effective date 
of change, wife had no vested interest, 
but only an expectancy. However, by 
amendment effective Aug. 16, 1923, wife 
was given power of testamentary dis- 
position if she predeceased husband. This 
amendment was also prospective and not 
applicable to property acquired before 
Aug. 16, 1923. Decedent thus had power 
of testamentary disposition over one- 
half of community property acquired 
between Aug. 16, 1923 and July 29, 1927. 
Estate of Drew v. Comm., T.C. Memo, 
Dec. 26, 1951. 


Decedent residing in U. S. held non- 
resident. Decedent died in 1946 in North 
Carolina, leaving two wills. One exe- 
cuted in Netherlands in 1935 was es- 
tablished there as his Last Will and 
Testament. Other was executed in New 
York in 1942 and related only to prop- 
erty located in United States. Executrix 
filed non-resident alien estate tax return. 
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Commissioner determined that decedent 
was resident of United States at time 
of his death and imposed Federal Estate 
Tax accordingly. 


HELD: Decedent was non-resident of 
United States. Under Section 81.5, Reg. 
105, a resident is one who, at the time 
of his death, had his domicile in the 
United States. All persons not residents 
of the United States, as so above defined, 
are non-residents. Domicile once ac- 
quired is presumed to continue until it 
is shown to have changed. Here decedent 
had left Netherlands in 1940 on busi- 
ness trip, but was prevented from re- 
turning because of war. In Holland he 
had large home with extensive grounds; 
here he lived in small apartment. All 
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evidence supported contention that he 
intended to return to Netherlands. Es- 
tate of Nienhuys v. Comm., 17 T.C. No. 
138, Jan. 14, 1952. 


Girt TAX 


Transfer in trust, with unlimited power 
of invasion for benefit of grantor, not 
subject to gift tax. In 1946 decedent cre- 
ated irrevocable trust, consisting of ap- 
proximately $84,000. She was to re- 
ceive income for life and provision was 
made for distribution upon her death. 
Trustees could pay to decedent, with 
written consent of her children, any 
part or all of principal which she might 
request in writing. If the children were 
incapable of consenting, as to which cor- 
porate trustee was to be sole judge, 
corporate trustee had power to invade 
principal without consent of other trus- 
tees, for any amount which it might 
consider proper for comfort, mainten- 
ance and support of decedent. Commis- 
sioner determined that transfer consti- 
tuted gift and assessed Gift Tax defi- 
ciency. 

HELD: Commissioner overruled. No 
completed gift was made since there 
was an unlimited possibility of with- 
drawal. Estate of Gramm v. Comm., 
17 T.C. No. 128, Dec. 28, 1951. 


Payments under agreement incorpo- 
rated in divorce decree taxable as gifts. 
In 1943, negotiations commenced be- 
tween attorneys representing taxpayer 
and his wife with reference to a sep- 
aration agreement. On July 26, 1944, 
separation agreement was finally exe- 
cuted, under terms of which wife re- 
ceived $600,000 cash and $24,000 net 
annually. On Sept. 18, 1944, divorce de- 
cree was entered in Nevada in favor of 
wife. Decree provided that property 
rights of parties, future support and 
maintenance of wife, and care, custody, 
maintenance and education of children 
were to be determined under separation 
agreement which was made part of de- 
cree and adopted in full by Court. Tax- 
payer filed Gift Tax return for 1944, 
fixing $150,000 as amount to be treated 
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as gifts as payments and transfers made 
under agreement, and paid Gift Tax 
thereon. Commissioner determined that 
$393,698 represented taxable gifts grow- 
ing out of payments and transfers to 
wife. 

HELD: Value ascribed to marital 
rights other than for wife’s support 
was $250,000 and, to that extent, trans- 
fers to wife constituted taxable gifts. 
E. T. 19 provides that the release of 
support rights may constitute a consid- 
eration in money or money’s worth, and 
to extent that transfer does not exceed 
reasonable value of support rights, it 
is to be treated as if made for consid- 
eration, but if portion of transfer is 
allocable to release by wife of her prop- 
erty rights, it is not to be considered 
as made for such consideration. Here 
payments and transfers were, in part, 
in consideration of marital rights other 
than support. However, value ascribed 
to such rights by Commissioner was in- 
correct and his allocation was not such 
matter of administrative determination 
as to be beyond modification by Tax 
Court. Rosenthal v. Comm., 17 T.C. No. 
127, Dec. 27, 1961. 


Payment of premiums by beneficiary 
on trusteed policies on husband’s life did 
not constitute gifts. Taxpayer’s husband 
created irrevocable trust consisting of 
policies of insurance on his life. Wife, 
chief beneficiary under trust, paid all 
premiums during most of period from 
1935 to 1946 and Commissioner deter- 
mined that this constituted taxable gifts 
to husband and other beneficiaries. 

HELD: Commissioner overruled. Wife 
did not intend to make gifts to any one 
at all. Her beneficial interest was at all 
times substantial, subject only to death 
of insured. Requisite donative intent 
was lacking to justify treatment of tax- 
payer’s premium payments as _ taxable 
gifts. Once possibility of premature 
death of husband is accepted, petitioner’s 
payments assumed aspect of reasonable 
protection againt her own personal mis- 
fortune, which is antithesis of gift to 
someone else. Berger v. Comm., T.C. 
Memo, Dec. 29, 1951. 
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Value of jewelry includes excise tax. 
Taxpayer presented certain items of 
jewelry to his wife and filed Gift Tax 
return reporting cost of jewelry, less 
Federal retailers’ excise tax which 
amounted to $17,400. Commissioner de- 
termined that value of gifts included 
taxes paid, and assessed deficiency. 

HELD: Commissioner sustained. 
Where donor’s cost determines value of 
gift for Federal gift tax purposes, it 
includes amount of Federal retailers’ ex- 
cise tax paid thereon. The only evidence 
fixing value of gift was cost to donor. 
Duke v. Comm., T.C. Memo, Dec. 17, 
1951. 


INCOME TAX 


Income of trust paid to beneficiary 
and then loaned back to trust is not 
taxable to trust. Grantor established 
trust in 1939 for primary benefit of his 
wife. Stock which constituted principal 
was at that time pledged as security for 
bank loans made to grantor in amount 
of $208,825. Trustee applied all trust in- 
come to reduction of indebtedness se- 
cured by stock. In 1944, trustee bor- 
rowed $17,000 from bank and sent check 
for that amount to beneficiary. When 
informed that trust had to borrow 
money with which to make payment to 
her, she offered to return it in exchange 
for interest-bearing note of trust. Offer 
was accepted. Year later, trust paid 
beneficiary $17,000, and she loaned $14,- 
000 to trust on same basis. Notes were 
paid in 1946. Trust income was in ex- 
cess of $32,000 in each year. Commis- 
sioner disallowed deductions by trust 
for amounts distributed. 


HELD: For taxpayer. Payments actu- 
ally were made to beneficiary. Trust in- 
come exceeded amounts distributed and 
re-loaned to trust. Beneficiary was liable 
to tax thereon, and Section 162 (c) of 
Code was not intended to tax the trust 
as well. Tobin Trust v. Comm., T.C. 
Memo, Dec. 29, 1951. 


RULINGS AND NEWS 


Requirement as to itemization of divi- 
dends and interest when collected for 


taxpayer by bank. Where bank, trust 
company, or other banking institution 
collects dividends and interest for a 
taxpayer, Bureau has outlined the fol- 
lowing procedure: 


With regard to dividends, if Form 
1087, showing name and address of 
bank, is filed with respect thereto, and 
taxpayer enters in Form 1040 Schedule 
A name of bank and amount of such 
dividends as being collected for him by 
bank, and itemizes dividends received 
by him directly on his return, Bureau 
will be able to reconcile amount reported 
on Form 1087 with return. 


With regard to interest, there is no 
procedure comparable to that in which 
Form 1087 is used, and it is not feasible 
to establish such procedure. 


Letter from John B. Dunlap, Commis- 
sioner, Nov. 28, 1951, to A. G. Quaremba, 
Chairman, Committee of Banking Insti- 
tutions on Taxation, New York. 


(In a subsequent letter, dated Jan. 7, 
1952 and signed by Deputy Commis- 
sioner E. I. McLarney, it was ruled that 
the foregoing procedure applies only 
where the record owner must file Form 
1087, and does not apply to cases where 
the bank is custodian of stocks standing 
in the owner’s name. In such cases, 
owner must itemize dividends credited 
to his account.) 


Extension of time for filing returns 
enlarged. Hereafter it will be policy for 
Collectors in granting extensions of time 
for filing individual and corporation in- 
come tax returns, whenever necessary, 
to grant extension for ninety days in 
first instance instead of thirty days. In 
unusual cases, Collectors are authorized 
to grant additional time for filing re- 
turns up to maximum period of six 
months. Mim. 6742, Dec. 26, 1951. 


Treaty with Norway ratified. Con- 
vention of June 18, 1949, between United 
States and Norway, relating to avoid- 
ance of double taxation and prevention 
of fiscal evasion with respect to taxes 
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on estates and inheritances was form- 
ally ratified on Dec. 11, 1951. Estate and 
inheritance tax provisions become effec- 
tive on that date. Department of State 
Release No. 1801, Dec. 11, 1961. 


Supplementary tax convention with 
Canada ratified. Exchange of ratifica- 
tions of proposed supplementary con- 
vention between United States and Can- 
ada has been completed, thus putting 
treaty into operation. Provisions of new 
convention are effective with respect to 
estates of decedents dying on or after 
Nov. 21, 1951. To extent that correspond- 
ing provisions of 1944 convention are in 
conflict, 1944 provisions are superseded. 
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CURRENT LITERATURE NOTES 


Books 


Monatt’s Tax Atlas 


SAMUEL L. MONATT. Matthew Bender & 
Co., Albany 1, N. Y. $16.50. 


This annual tax handbook is now pub- 
lished in loose leaf form, so that hence- 
forth only new pages rather than a new 
edition will be required to reflect changes 
in laws, decisions, regulations and re- 
turns. The volume covers Federal taxes 
affecting individuals, partnerships, cor- 
porations, personal holding companies, 
estates and fiduciaries. A principal fea- 
ture of the work are the filled-in speci- 
men returns, with detailed explanations. 
The basic law is set forth in concise sum- 
maries and outlines, with clarifying ex- 
amples as well as tax saving suggestions. 
This is a book that belongs on the desk 
for convenient reference. 


Securities Regulation 


LOUIS LOSS. Little, Brown & Co., Boston 6, 
Mass. 1283 pp. $17.50. 


When a learned judge like Jerome N. 
Frank of the United States Court of 
Appeals ventures the prediction that a 
treatise will be the “Wigmore” in its 
field, the object of such an encomium 
belongs in the library of everyone con- 
cerned with the subject. So it is with this 
first complete volume on all phases of 
securities regulation. No more authorita- 
tive exposition of the statutes under 
which the Securities and Exchange Com- 
mission operates nor more practical 
approach to the problems thereunder 
could be expected than from one who is 
associate general counsel to the SEC 
and a pioneer lecturer on the subject at 
two leading law schools. 

The book analyzes the seven pertinent 
Federal statutes and state regulatory 
laws, as well as the civil liabilities aris- 
ing out of securities transfers. The key 
problems in the issuance and regulation 
of securities are penetratingly examined. 
Provision is made for periodic supple- 
ments to keep the work up to date. 


ARTICLES 


Considerations in Estate Planning 
and Will Drafting 


T. HARTLEY POLLOCK. Tennessee Law Re- 
view, December 1951. 


Here is a review, primarily for the gen- 
eral practitioner, of the main principles 
of estate planning, preceded by a five- 
page outline of points to be considered. 
Following a discussion of the attorney’s 
role in and the objectives of planning, 
the author deals with lifetime planning, 
going into such matters as the propriety 
of gifts, selection of property, gifts to 
minors and the effect of the marital de- 
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duction. Particular attention is devoted 
to life insurance and business interests. 

In planning for death and taxes, the 
article treats extensively of the marital 
deduction, with typical clauses, but also 
considers such items as the income tax 
basis of property transferred, estate tax 
apportionment, common disaster prob- 
lems, contemplation of death and the 
many questions arising from the 
grantor’s retention of benefits or con- 
trol (Clifford, Spiegel, etc.). 


Conclusiveness of Trust Terms: Cir- 
cumvention of the Clifford Rule 


Note, Yale Law Journal, December 1951. 


Although the Supreme Court in the 
Clifford case more than a decade ago 
recognized factors of economic control 
as a basis for taxing income of an ir- 
revocable trust to the grantor, the author 
of this Note bemoans the fact that courts 
since then have placed undue emphasis 
on the terms of the trust as the criterion 
of control. Disregard of the parties’ con- 
duct, he writes, permits use of trust 
agreements as instruments of collusion; 
therefore all circumstances bearing on 
the operation of a trust should be con- 
sidered if the Clifford doctrine is to be 
effectuated. 


Outright Gifts to Minors and the Gift 
Tax Exclusion 


Tax Law Review, November 1951. 


Dwight Rogers and Austin Fleming 
take issue in juxtaposed notes on whether 
outright transfers are the solution to 
the problem of making gifts to minors 
qualify for the $3,000 annual gift tax 
exclusion. Analyzing the leading cases 
involving trust and outright dispositions, 
Mr. Rogers expresses the view that the 
courts do distinguish between the two. 
He adds that there is a real, if technical, 
distinction between a gift to an infant 
outright or through his guardian and 
one to a trustee. Donors should not, he 
concludes, expect a gift to a minor to 
be one of a present interest if, under 
identical facts excepting the donee is an 
adult, the gift would be one of a future 
interest. 


Mr. Fleming is not persuaded that out- 
right transfers are the answer. Citing 
cases where gifts of life insurance pol- 
icies and annuities have been held to be 
transfers of future interests, he ques- 
tions the distinction between futurity 
created by the terms of a transfer and 
the futurity arising out of legal restric- 
tions and disabilities in connection with 
infant’s property. Nor does Mr. Fleming 
place complete confidence in the Kieck- 
hefer decision (his doubt being substan- 
tiated by the subsequent decision in Stifel 


which refuses to follow the earlier case). 
He favors an amendment to Section 
1003 (b) I.R.C. to permit the $3,000 ex- 
clusion for gifts of future interests to 
minors. 


(This subject is also considered in 
“Tax Consequences of Gifts in Trust to 
Minors,” a Note in Illinois Law Review 
for Sept.-Oct. 1951, recently published.) 


Federal Tax Conference 
Taxes, December 1951. 


The proceedings of the 4th annual Fed- 
eral Tax Conference of the University of 
Chicago include the following papers of 
particular interest to this audience: 
“Powers of Appointment” by James P. 
Johnson; “Insurance, Taxes and Estate 
Planning” by J. Nelson Young; and 
“Life Insurance and the Marital Deduc- 
tion in Estate Planning” by Anderson A. 
Owen. All three are comprehensive, well 
documented papers. 


Right of a Non-Resident to Qualify 
and Serve in Fiduciary Capacities 


Note, Virginia Law Review, December 1951. 


This note analyzes and categorizes the 
laws of the 48 States and the District of 
Columbia with respect to the right of a 
non-resident individual or trust institu- 
tion to serve as executor, administrator, 
testamentary trustee or guardian. An- 
notated tables set forth separately the 
status with respect to individual and 
corporate fiduciaries. The modern-day in- 
crease in domiciliary changes _ raises 
pressing problems of choice of fiduciary. 
Many jurisdictions need clarifying legis- 
lation. The restrictions against non-resi- 
dents are in the author’s view unwar- 
ranted and relegate the testator’s desires 
to a position of minor significance. If 
protection of resident beneficiaries and 
creditors is the objective, it could be 
accomplished by the appointment of a 
resident agent and posting of a bond. 
Proper local supervision of administra- 
tion could be ensured by requiring a 
resident co-fiduciary. And to avoid neigh- 
boring discrimination, the statute could 
be made reciprocal. 


Some Case Histories 


R. B. MANSFIELD. Journal of the Chartered 
Life Underwriters, December 1951. 


Citing examples of the failure to ad- 
just insurance programs to meet changed 
cash requirements of an estate, the 
author, a trustman, emphasizes the im- 
portance of integrating insurance with 
the general estate. Particular attention 
must be given to allocation or distribu- 
tion of the tax burden. Use of insurance 
as collateral for debts is an often over- 
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jooked illustration of how an originally 
well planned estate may be upset by a 
change in one phase of the plan. 


Redemption of Stock to Pay Death 
Taxes 


Harvard Law Review, December; Vanderbilt 
Law Review, December; Taxes, January 1952. 


Articles in the three cited publications 
deal with Section 115 (g) of the Internal 
Revenue Code relating to the income 
taxability of distributions essentially 
equivalent to a dividend. The first, en- 
titled “The Uncertain Tax Treatment of 
Stock Redemptions: A Legislative Pro- 
posal,” is a detailed examination by 
John S. Nolan of the entire problem of 
redemptions, not merely those by an 
estate. The author proposes a completely 
revised subsection (g) and with respect 
to subparagraph (3) governing estate 
tax redemptions he would limit its ap- 
plication to the actual hardship cases 
which led to enactment of the present 
provision. 

The second article, by William J. Bowe 
under the title “Estate Liquidity and the 
Family Owned Business,” outlines a typ- 
ical plan for taking advantage of Section 
115 (g)(3), including the use of life 
insurance not only with regard to the 
business asset but also to protect against 
loss of the marital deduction through the 
spouse’s predecease. 

The third discussion, by Gordon D. 
Simons under the main title, points out 
that the 1951 change from “gross” to 
“net” estate cancels the effect of the 
reduction from 50 to 35 per cent in de- 
termining whether stock redemptions 
meet the proportion test qualifying for 
the tax exemption. 


Business Insurance 


H. P. GRAVENGAARD. 
News, December 1951. 


Lite Association 


Characterizing business insurance as 
probably the most promising special field 
of underwriting today, the noted author 
explodes the misconceptions that  bus- 
iness insurance is complicated and for 
big business only. Dividing 
enterprises into the three traditional 
groups — sole proprietorship, partner- 
ship, corporation — he discusses the ad- 
vantages of each form of organization, 
and the solution to the problem of post- 
mortem disposition of the business inter- 
est, with outline plans. 


business 


Institutional Investments 


Law and Contemporary Problems, Winter 1952. 


Because of the constantly increasing 
importance of the institutional investor 
in contemporary finance, this issue is 
devoted to a symposium on important 
aspects of problems affecting such large 
capital aggregations. Written by prac- 
ticing experts in their respective fields, 
the articles include: The Changing Im- 
portance of Institutional Investors; In- 
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vestment Yields of Financial Institu- 
tions; Investment Practices of Life 
Insurance Companies; Mutual Savings 
Banks; Lending and Investment Prac- 
tices of Commercial Banks; Recent 
Developments in Trust Fund Invest- 
ments; Investment Practices of Endow- 
ments and Pension Funds; Institutional 
Investment and Equity Financing; Fed- 
eral Debt Management and the Institu- 
tional Investor; Institutional-Size Life 
Insurance, and Corporate Financing in 
Great Britain. The serious student in 
any of these specialized spheres of activ- 
ity will find in these articles mature 
consideration and well-documented ma- 
terial. 


OTHER ARTICLES 
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RECENT FIDUCIARY DECISIONS 


ASSETS — Business — Duties of 
Trustee — Standard of Care — 
Accounting 


Washington—Supreme Court 


Seattle-First National Bank v. Parks, 139 Wash. 
Dec. 755. 


In 1941, James W. Parks and Cora 
Parks, his wife, established a spendthrift 
trust for the benefit of Wilson Parks 
(one of their three sons) and for the 
benefit of his children. The settlor, James 
Parks, was the original trustee. Upon his 
death in 1946, Cora Parks became trus- 
tee. Upon her resignation in 1947, Harold 
Parks, the successor named in the instru- 
ment, declined to serve, and at the sug- 
gestion of Wilson Parks, Seattle-First 
National Bank was appointed trustee by 
the Court. The bank served as trustee 
until October, 1949, when it petitioned 
the Court for leave to resign and for the 
appointment of a successor trustee. 

The principal assets of the trust, val- 
ued at approximately $250,000, consisted 
of minority interests in family business 
enterprises which were interlocked in 
management and ownership with other 
family enterprises in which the trust had 
no interest, all managed by Harold Parks, 
who also owns an interest in them. The 
Ceurt accepted the bank’s resignation as 
trustee and appointed a successor, mak- 
ing its compensation and its discharge 
from liability contingent upon approval 
of the trustee’s final account. After the 
hearing on the final account and a sup- 
plemental account, the Court approved 
both accounts and discharged the trustee 
from further liability for all acts or 
omissions fully and accurately described 
in the accounts. 

Wilson Parks and his daughter ap- 
pealed on the ground that the trustee 
made no inquiry as to the earnings of 
the interrelated companies in which the 
trust had no interest and made no effort 


to determine whether expenses were prop- 
erly allocated to the various companies, 
and whether the trust received all the 
money it was entitled to. 


HELD: Affirmed (except as to the 
allowance of compensation to the Trustee 
for the unnecessary work of allocating 
the income of the individual children of 
Wilson Parks, not required under the 
declaratory judgment in an independent 
action involving the same parties). The 
trustee’s duty of care, skill and diligence 
is that which would be exercised by an 
ordinary prudent man engaged in sim- 
ilar affairs. The statutory “prudent man 
rule” passed in 1947 prescribes substan- 
tially the same standard of care for fidu- 
ciaries as previously established by the 
decisions of the Court, making it un- 
necessary to decide whether the scope of 
the statute is such that it is directly ap- 
plicable to the facts of this case. 

The bank, in administering the trust, 
exercised the care, skill and diligence 
that an ordinary prudent man would 
exercise in dealing with his own property. 
Considering the absence of indications of 
unfair management, the trust officer’s 
high regard for Harold Parks as a bus- 
iness man, the fact that the trustee bank 
relied upon audits of the same type, pre- 
pared by the same firm of certified public 
accountants as were relied upon by the 
predecessor trustees, who were the set- 
tlors of the trust, that the trust received 
exceptionally large earnings for the 
amount of its assets, that the cost of 
the management was very low, and that 
the trust had a minority interest in the 
business, it was reasonable that the trus- 
tee made no further investigation than it 
did. 

It was not clearly established whether 
the trust was created before or after the 
effective date of the Uniform Trustees’ 
Accounting Act, but assuming that the 
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Act does apply to the trust, the Court 
was not in error in discharging the trus- 
tee bank from further liability because 
of its failure to file an inventory and 
intermediate accounts under the Act, 
since the Act makes the imposition of 
penakies discretionary with the Court. 


CHARITIES — Time of Determination 
Whether Charitable Bequest Ex- 
ceeds Statutory Limitation 


California—District Court of Appeal 
Estate of Gorchakoff, 108 A.C.A. 42 (Dec. 6, 
1951). 


Gorchakoff’s will left residue of estate 
in trust to pay certain sums to his daugh- 
ter and her issue. On death of daughter 
and her issue living at date of his death, 
trust was to terminate, one-half going to 
daughter’s issue and remaining one-half 
to four designated charities. On this ap- 
peal from order holding the trust valid 
and reserving jurisdiction to determine 
amount going to charity, 


HELD: Affirmed. Since it is impossi- 
ble to determine now whether charitable 
bequests will exceed permissible one- 
third of estate under Probate Code Sec- 
tion 41, the property should be distributed 
to the trustee, reserving determination 
of that question until termination of the 
trust, citing Estate of Campbell, 175 
Cal. 345, 165 P. 931. 


DISTRIBUTION — Right of Inheri- 
tance by German Nationals 


California—District Court of Appeal 


Estate of Meyer, 107 A.C.A. 981 (Dec. 3, 
1951). 


Bertha Meyer, a national and resident 
of Germany, died intestate in Bremen, 
Germany, August 2, 1924. Her heirs were 
her daughter, Emilie Bredehorst, and 
three grandchildren, Irma Martin and 
Hans and Rolf Jensen, children of a pre- 
deceased daughter, all of whom were 
residents and nationals of Bremen. Rolf 
Jensen entered the United States in 1929, 
becoming a citizen in 1941. Irma Martin 
entered in 1939, becoming a citizen in 
1945. The other two heirs, Emilie Brede- 
horst and Hans Jensen, remained in 
Bemen. 


Decedent’s property in California con- 
sisted of shares of stock of Honolulu Oil 
Corp. and cash representing dividends ac- 
cumulated since 1941, when they were 
frozen by Executive Order No. 8785. 
Mrs. Meyer’s estate was not administered 
until 1948, when Irma Martin was ap- 
pointed administratrix. In 1949 Irma filed 
in the Probate Court two instruments 
executed in Bremen by Emilie and Hans, 
entitled Waiver of Interest, by which they 
waived all right to participate in the 
California estate. On January 20, 1950, 
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the Attorney General as successor to the 
Alien Property Custodian vested in him- 
self all rights of Emilie and Hans in the 
estate. 

This proceeding came up on the final 
account filed by the administratrix. She 
claimed that Emilie and Hans had waived 
all interest in the estate and that she 
and Rolf Jensen were the sole heirs. 
Objections were filed by the Attorney 
General who claimed all interests of the 
two German nationals. 


HELD: The rights of Emilie and Hans 
to inherit under the treaty of 1827 be- 
tween the United States and Bremen and 
other German states were not cut off 
by the declaration of war in 1917, or 
the subsequent treaty. An heir as dis- 
tinguished from a legatee or deviseee 
cannot renounce, although he can make 
a transfer. Emilie and Hans, the German 
nationals, succeeded to the same extent 
as though they were citizens of the 
United States. Their interests were vest- 
ed in the Attorney General by virtue of 
the vesting order of January 20, 1950. 


COMPENSATION — Executor’s and 
Attorney’s Fee Where Former is 
Removed 


Massachusetts—Supreme Judicial Court 
Friedman v. Hazen, 1952 A.S. 39; Jan. 4, 1952. 


Pitt died, leaving a will naming John- 
son as executor. Pitt’s estate was some- 
thing over $140,000, consisting almost 
entirely of stock in a solely owned cor- 
poration engaged in the wool business. 
The respondent Hazen was sole legatee 
under the will. Johnson, a long time em- 
ployee of the business, was appointed 
special administrator and then executor. 
Friedman was his attorney. 

Another employee in the business, Mc- 
Keller, holding a position higher than 
Johnson, brought suit to enforce an al- 
leged oral agreement by Pitt to give him 
one-third of the stock (McKellar v. 
Hazel, 325 Mass. 714). Because of John- 
son’s friendship for McKellar trouble 
arose between him and Hazen. Accord- 
ingly he was removed as executor on the 
ground that his position as executor con- 
flicted with his desire to help McKellar. 
Hazen was appointed administrator 
d.b.n. c.t.a. 

The cases before the court were two 
petitions for compensation, one by John- 
son and the other by his attorney. John- 
son asked $20,000 for his services to the 
estate and the judge awarded him $6,500. 
He did not ask for compensation for the 
time spent in opposing the removal peti- 
tion and none was awarded. The attorney 
asked for $5,000 and this amount was 
awarded him. His bill included his ser- 
vices in defending Johnson in the removal 
proceedings. Hazen appealed. 

HELD: The judge was not plainly 
wrong in not finding that Johnson’s 
services conferred no substantial benefit 
on the estate or that he forfeited his 
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compensation by his conduct. Hence the 
award of the judge was sustained. 


As to the attorney’s fee the decree was 
reversed. The compensation allowed was 
partly for services in defending Johnson 
in the removal proceedings, and as the 
judge had removed him on the ground 
of his antagonism to the best interests 
of the estate, it was improper to allow 
his attorney compensation for his ser- 
vices in the matter. 


DISTRIBUTION — Delivery of Estate 
Assets in Kind Where Heirs Dis- 
agree 


Pennsylvania—Supreme Court 
Minchello Estate, 368 Pa. 639. 


Testator’s residuary estate included 
25 shares of a closely held corporation. 
The residue passed one-half for the 
widow and one-half to three brothers and 
a sister. The widow owned 25 shares of 
the same stock. She and one of the 
residuary legatees asked the executor to 
sell the 25 shares owned by the estate, 
but the other three residuary legatees 
asked that they be distributed in kind. 
The executor notified the parties in in- 
terest that if they did not agree unan- 
imously to a sale to the highest bidder 
of the parties in interest, the executor 
would sell the shares at public sale. The 
three residuary legatees who desired dis- 
tribution in kind filed a petition for an 
injunction against the disposal of the 
shares. The lower court granted a tem- 
porary restraining order pending a 
hearing. At the hearing it appeared that 
all debts and taxes were paid or provided 
for, with a cash balance. The lower court 
ruled that the Orphans Court has a 
discretionary power to order conversion 
or not unless the personal property was 
incapable of division or the distributee 
agreed to accept in kind, and dismissed 
the petition. 

HELD: Remanded with directions to 
proceed in accordance with the opinion. 
The record was not in proper shape for 
final disposition. The restraining order 
should be continued until the audit of 
the executor’s account. The account will 
establish whether creditors and taxes 
have been provided for and whether an 
order of distribution could safely be 
made in kind. An executor does not have 
absolute discretion or authority to sell 
all personal property if not needed to 
pay debts or taxes and there is no reason 
why, if the Court at the audit finds a 
sale unnecessary, distribution should not 
be made in kind. Fractional shares of 
the stock may be awarded if necessary 
to equalize the distribution. 
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The free enterprise system is a greater 
deterrent to Russian aggression than the 
United Nations ever will be.” 

—SeENATOR Harry F. Byrp, (D.,Va.) 
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“What galls me is his nerve leaving us this 
tax blank for revision of estimated in- 
come!” 


Copyright 1952 Cartoons-of-the-Month 





INSURANCE — Life — Exercise of 
Optional Settlement by Beneficiary 
Held Invalid as Testamentary 


New York—Sup. Ct. N. Y. Co. 


Hall v. Mutual Life Insurance Co. of N. Y., 
N.Y.L.J., Jan. 8, 1952. 


The primary beneficiary of a life 
insurance policy, who was designated to 
receive the proceeds in a lump sum, 
elected to leave the proceeds with the in- 
surance company under a _ settlement 
option whereby she would receive inter- 
est thereon until her death whereupon 
the proceeds were to be paid to the plain- 
tiff (her first husband) if living, other- 
wise, to her estate. On the death of the 
primary beneficiary the plaintiff sought 
to recover the proceeds of the policy. 
The executors of the primary beneficiary 
contended that her supplementary con- 
tract with the insurance company, in so 
far as it directed payment of the pro- 
ceeds to the plaintiff on her death, was 
an attempt to make a testamentary trans- 
fer which was void because it did not 
comply with the formalities of the 
statute of wills. 


HELD: The proceeds are to be paid to 
the executors of the primary beneficiary. 
The provision for payment to the plain- 
tiff was an attempt to circumvent the 
statute of wills and is, therefore, invalid. 
The insurance company argued that this 
decision would seriously impair the value 
of optional settlements, which affect 
thousands of policy holders, and might 
result in a loss of Federal income tax 
exemptions now applicable to certain 
types of optional settlements. But the 
Court said that if this were so, it was 
a matter for the legislature. 


INVESTMENT POWERS — Effect of 
Prudent Man Act on Preexisting 
Trust — Exchanged Securities 


New Jersey—Superior Court 
Ritchie v. Farrelly, 84 A. (2d) 468. 


Testator’s will authorized his executors 
and trustees “to retain unconverted so 
long as they shall see fit, any and all 
securities owned by me at the time of 
my decease, it being my desire that my 
investments shall not be changed unless 
my executors and trustees deem it 
prudent to do so.... But I direct how- 
ever that my said executors and trustees 
shall make no original investments in 
any securities other than those permitted 
by law to be made by executors and 
testamentary trustees.” Executors and 
trustees applied for instructions as to 
their rights and duties as to retention of 
certain exchanged securities under terms 
of will and under recent legislative en- 
actment of “Prudent Man Act.” 


HELD: “It is settled law in this State 
that where stock is retained under a 
testator’s authorization permitting the 
retention of property owned by him, or 
where stock is retained under the author- 
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ity of R.S. 3:16-12, N.J.S.A., new stock 
into which such investment may be con- 
verted as a result of merger, reorganiza- 
tion or other cause may be retained if 
the new stock is the equivalent or sub- 
stantially the equivalent of the old.” 
Testimony showed that the new secur- 
ities which trustees received and now re- 
tained preserved substantially the earn- 
ing power and property value of the old 
securities. In retaining these investments, 
the trustees were acting within their 
powers and the authority granted. 


Prudent Man Act is valid and applies 
to investments made subsequent to its 
effective date even though testator died 
prior thereto. Right to retain original 
investments was controlled by will. As 
to new investments, however, in con- 
formity with limitations of will that 
investments should be made only in secur- 
ities permitted by law, regard must be 
had for provisions of new law “that no 
fiduciary shall make any investment for 
a trust estate in any limited legal invest- 
ment if, on the valuation date, the aggre- 
gate value of all limited legal invest- 
ments would cause such aggregate to 
exceed 40 per cent of the aggregate value 
of all the property which constitutes the 
principal of such trust estate.” 


JoInT & MuTuUAL WILLs — Plaintiff 
Permitted to Testify in Own Be- 
half 


Colorado—Supreme Court 
Risbry v. Swan, decided Dec. 24, 1951. 


Plaintiff brought an action in the Dis- 
trict Court (not the probate court) 
against the administrator of the de- 
cedent’s estate, the decedent’s unknown 
heirs and the State of Colorado which 
would receive the property in escheat if 
the decedent died without heirs, alleging 
that plaintiff and decedent had entered 
into an agreement to make mutual and 
reciprocal wills; that plaintiff had com- 
plied with her portion of the agreement 
and had made such a will; that the de- 
cedent died without making such a will: 
to establish her rights to the estate pur- 
suant to such agreement, and to enjoin 
the administrator from making distribu- 
tion of the assets of the estate during 
the pendency of the action. Plaintiff’s 
own testimony was stricken on motion 
of the administrator, under the statute 
preventing a party te a civil action from 
testifying of his own motion or in his 
own behalf when an adverse party sues 
or defends as administrator of any de- 
ceased person. 

HELD: In view of the fact that the 
administrator is an impartial preserver 
of the property of the estate for those 
persons entitled thereto, he is not a 
party in interest in this action. He, there- 
fore, is not an adverse party within the 
terms of the statute and cannot prevent 
the plaintiff from testifying in her own 
behalf. No other heirs appearing and 
defending, they of course do not raise 
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any objection to the appearance of the 
plaintiff in her own behalf, and she may 
testify in her own behalf unless objection 
js raised by the other party. The State 
of Colorado, not having an interest in 
the estate until final settlement, is not a 
party in interest which can object to the 
plaintiff’s testimony ; therefore, under the 
limited circumstances in this case, plain- 
tif had a right to testify in her own 
behalf. 


LIFE TENANT & REMAINDERMAN — 


Allocation of Expenses and Taxes. 


Where Estate is Trusteed. 


New Mexico—Supreme Court 

National Agr. College v. Lavenson, 237 P. (2d) 

925. 

The will of David Winternitz created 
a trust providing for the payment of 
net income to testator’s widow for life, 
then to her daughter for life, and upon 
death of survivor the trust estate was 
to be distributed to certain charities. 
Letters testamentary issued to the widow 
in 1923, the estate at that time being 
appraised at $136,483. The widow died 
in 1948 and the daughter was appointed 
administratrix de bonis non. At that time 
the estate appraised at more than 
$81,000. The estate was handled by the 
executrix and administratrix as such and 
the trustees never functioned. The ad- 
ministratrix filed her Final Account in 
1949, showing expenditures aggregating 
some $61,000. Objections and exceptions 
to these expenditures were filed. 


HELD: Ordinary expenses of manage- 
ment and carrying charges are deductible 
from income, in the absence of instruc- 
tions in the will to the contrary. Where 
the will distributes “net income,” this 
contemplates that all ordinary expenses 
of administration are chargeable against 
income. Even though the probate was 
never closed and the assets turned over 
to the trustees as such, the ordinary 
expenses of management set up in the 
Final Account are chargeable against 


' the income. New Mexico succession tax, 


where an estate is devised for life with 
remainder over, is payable from the 
corpus of the estate. Ordinary repairs 
to trust property are chargeable against 
income and capital improvements are 
payable from principal. 


LIFE TENANT & REMAINDERMAN — 
Obligation of Latter to Make Prin- 
cipal Payments on Mortgage 


New York—Surrogate’s Court, Queens Co. 
Matter of Braun, N.Y.L.J., Jan. 10 ,1952. 


Testator devised mortgaged real estate 
for life, and directed that on the life 
tenant’s death the premises be sold and 
the proceeds distributed to four named 
persons equally, who were also the 
residuary legatees. The life tenant made 
payments which reduced the principal of 
the mortgage by $826, and sought reim- 
bursement of that sum from the remain- 
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dermen and the establishment of a re- 
serve to secure future payments of mort- 
gage principal. The executor agreed that 
the life tenant was entitled to such 
reimbursement, but contended that she 
had a lien on the land and the remainder 


interests, and that her remedy was lim-. 


ited to such lien. 

HELD: The life tenant is presently 
entitled to contribution out of the re- 
maindermen’s legacies to the extent of 
the remaindermen’s proportionate share 
of such support, computed in accordance 
with C. P. A. Article 80-A. The executor 
is also directed to set up a reserve for 
future mortgage payments. S. C. A. Sec. 
207 permits the Surrogate to reduce a 
reserve to pay a contingent claim by the 
amount of any security to which the 
creditor may resort. Here the value of 
the property was greatly in excess of 
the mortgage. Nevertheless the court 
thought a reserve necessary, because 
otherwise the enforcement of the life 
tenant’s right to periodic reimbursement 
would be very burdensome. Three of the 
remaindermen were non-residents, which 
presented the problem of acquiring juris- 
diction over them. 


PERPETUITIES — Retention of Share 
in Trust until Majority Creates 
Unlawful Restraint on Alienation 
— Invalid Provision Excised. 


California—Supreme Court 

Otto v. Union National Bank, 38 A.C. 234 

(Dec. 21, 1951). 

In 1941 the trustor created an inter 
vivos trust of some $500,000, reserving 
the income to herself for life and pro- 
viding that on her death the trust estate 
should be distributed according to her 
will. If she failed to exercise her power 
of appointment, it was to go to her issue 
per stirpes, or in default of issue to her 


heirs. The trust contained the following 
provision: 

““#**® Should any child of Trustor be under 
the age of twenty-one (21) years upon the 
termination of this trust and, by reason of 
Trustor’s exercise or failure to exercise her 
power of appointment herein provided be en- 
titled to have distributed to him or her a por- 
tion of the then corpus of the Trust Estate and 
the undistributed income therefrom, said Trus- 
tees shall retain his or her share thereof until 
he or she becomes twenty-one (21) years of age, 
when the same shall be distributed to him or 
her, but said Trustees shall distribute the in- 
come of said share accruing after the death of 
Trustor to or for the benefit of said minor child 
until he or she becomes twenty-one (21) years 
of age.’’ 


The present action was for declaratory 
relief and termination of the trust. The 
trustor was then 43 years of age and had 
two sons, Evans Wheeler and Gordon 
Wheeler, aged 22 and 20 respectively. 
Gordon was unmarried, Evans was mar- 
ried and had two minor children. 

HELD: Judgment of dismissal on sus- 
taining demurrers of certain defendants 
affirmed. The clause requiring retention 
of the share of a minor child in trust 
until he attains 21 years suspends the 
power of alienation beyond continuance 
of lives in being at creation of the trust. 
The invalid modification or qualification 
of the valid gift of the corpus to the 
trustor’s issue or heirs is separable and 
will be upheld, thereby preventing the 
trust from being declared void. 

Justices Traynor and Carter concur 
in the result, but hold there is no sus- 
pension of the power of alienation since 
they say the beneficiaries can convey an 
absolute interest in possession upon death 
of the trustor, their interests becoming 
vested at her death. It is pointed out 
that there is no spendthrift clause. The 
concurring Justices do not state the 
ground on which they reached the same 
conclusion as the majority. 
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PERPETUITIES Rule Does Not 
Apply to Marital Deduction Trust 
under Which Executor is to Select 
Qualifying Property 


Ohio—Common Pleas Court, Hamilton County 


Braun v. Central Trust Co., 46 Ohio Opinions 
198. 


By the terms of his will, testator 
created a Marital Trust, Item 5 of the 
will reading in part as follows: 


“Item 5. (a) If my wife, Cerise Eyre Shep- 
ard, survives me, I give, devise and bequeath 
to The Central Trust Company of Cincinnati, 
Ohio, and its corporate successcrs, property 
which shall be selected by my Executor which 
at the inventcry value shall be e jual to one- 
half (44) of the amount obtained by deducting 
from the total value of my estate as shown by 
the inventory of my estate as apprcved by the 
Probate Court in which my estate is admin- 
istcred all debts, funeral and administration 
expcnses, and the year’s allowance f r the sup- 
port of my widow, but without deducting any 
estate, succession or inheritance taxes, state or 
federal; this trust being herein referred to as 
my Marital Trust; and in the selection as 
aforesaid of the assets for said Trust my Ex- 
ecutor shall select only assets which qualify 
for the marital deduction in the Federal Es- 
tate tax; 

“‘(b) In Trust, however, for the following 
uses and purposes: ....... - 


Plaintiffs, daughters of the testator, 
concede that the equitable titles to the 
trust estate vested within the time fixed 
by the rule against perpetuities and are 
valid. It is contended, however, that the 
legal title of the trustee is contingent 
and may remain so beyond the period 
of the rule because it is either a spring- 
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ing executory interest or a shifting ex- 
ecutory interest. 

It is claimed that said title is a spring- 
ing executory interest because its vesting 
depends upon the happening of conditions 
precedent, namely the completion of the 
selection by the executor of assets which 
qualify for the marital deduction in the 
Federal estate tax law, and also the 
prior payment of debts and the final ad- 
ministration expenses and the year’s 
allowance for the support of the widow, 
in order to determine that. the assets 
selected equal in value one-half of the 
net inventory value. 

HELD: Title of the trustee vested im- 
mediately upon testator’s death and the 
rule against perpetuities does not apply. 

Unless there is clear language which 
compels the conclusion that the selection 
of the property by the executor is a 
contingent event which must happen 
before the legal title vests in the trustee, 
such act of selection must be treated 
merely as an act identifying the property 
to be distributed. 


The gift is made by words in the pres- 
ent tense, “I give, devise and bequeath,” 
and then the testator provides a formula 
for ascertaining the one-half value and 
also a description of the kind of assets, 
i.e. such as qualify for the marital de- 
duction. The fact that the selection must 
be made at some time after the death of 
the testator is immaterial; there are no 
words, such as “after,” “when,” or “if,’’ 
which would make the gift conditional 
upon the selection and which words would 
contradict the words passing a present 
property interest. The only words used 
vest the property right at once, post- 
poning only the identification of the 
specific property, title to which vested 
at the death of the testator. 


The contention, that the legal title of 
the trustee to the assets in the marital 
trust is contingent because it must be 
acquired by way of a shifting executory 
interest, is based upon the claim that an 
implied trust is created in the executor 
for the performance of the act of selec- 
tion, etc. It is well settled that where 
the will imposes upon the executor a 


duty which is in addition to and distinct 
from the duties inherent in his office of 
executor, and the performance of such 
duty requires that the executor have the 
legal title to property, an implied trust 
is created. 

But here, in view of the duties imposed 
upon the executor both by the statutes 
of Ohio and the Federal estate tax law, 
in connection with the payment of in- 
heritance and estate taxes, it is doubtful 
whether the duty of ascertaining the one- 
half value of the net assets and making 
selection of assets which comply with 
the marital deduction is strictly in addi- 
tion to and distinct from the duties 
inherent in the office of executor. Even 
assuming that such is the character of 
this duty, the performance of it does not 
require the executor to have the fee 
simple or absolute legal title distinct 
from such title as he may take merely 
as an executor. The duty to select is’ a 
mere naked power which, unlike a power 
to appoint, does not create or destroy 
titles. 

Homestead 


SPOUSE’S’ RIGHTS 


Rights Not Barred by Agreement | 


Oregon—Supreme Court 


Matter of Brown, 
Ore. Adv. Sh. 895. 


Administrator v. Miles, 53 

A petition was filed by the widower 
of Minnie D. Craft, to set apart to him 
the home property occupied by him and 
the decedent at the time of her death as 
this homestead. The petition was con- 
tested by the Pioneer Trust Co. as 
executor and certain individuals as bene- 
ficiaries under the will, claiming that 
the petitioner and the decedent had en- 
tered into a property settlement agree- 
ment in which they had divided their 
property. The agreement stipulated that, 
in the event of the death of either party 
prior to the granting of a divorce to 
either party, the survivor would not 
claim as an heir to the property that 
may be owned by the deceased at the 
time of death. 

The petitioner contended that the con- 
tract was made in contemplation of 
separation and divorce but that the 
agreement was abrogated by a _ subse- 
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quent reconciliation of the parties and 
their resumption of marital relations. At 
the time of death there was apparently 
no question but what the parties were 
still married. The trial court dismissed 
the petition. 


HELD: Reversed and remanded with 
instructions to enter a decree setting 
apart to the petitioner in fee simple the 
homestead described in the petition. 
What was claimed as a waiver did not 
directly apply to the claim for homestead 
inasmuch as it was merely a waiver 
on the part of the parties to the agree- 
ment that neither of them would claim 
as an heir of the deceased. The homestead 
was not claimed as an heir. The cause of 
action for the homestead survived the 
death of the claimant and may be 
prosecuted to final determination by his 
personal representative. 


SPOUSE’S RIGHTS — Household Fur- 
niture Situated Within or Without 
State Belongs to Intestate’s Widow 


Michigan—Supreme Court 
O’Donnell v. Wendell, 331 Mich. 592. 


Decedent died intestate, domiciled in 
Wayne County, Mich. He owned, jointly 
with his widow, three residential proper- 
ties: (a) their principal .residence in 
Wayne County; (b) a summer home in 


Canada, and (c) a winter home in 
Florida. Each of these residences was 
completely furnished. The Michigan 


statute provides that an intestate’s widow 
(as well as in the case where a widow 
elects not to abide by the terms of her 
deceased husband’s will) “shall be al- 
lowed all her articles of apparel and 
ornaments, and all wearing apparel and 
ornaments of the deceased, and the house- 
hold furniture of the deceased. ***” 


Plaintiff, administrator de bonis non 
of the estate, filed his bill of complaint 
in the Wayne County Court claiming 
that the statute applies only to the 
furniture in Michigan and not to that 
in the residences in Canada and Florida. 
The lower court held that the widow is 
entitled to the household furniture in all 
three residences. 
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HELD: Affirmed. The statute is en- 
titled to liberal construction on behalf 
of the widow. It makes no limitation upon 
the location of the household furniture 
and the widow becomes entitled, upon the 
death of her husband, to the furniture in 
the residences in Canada and Florida as 
well as to that in the residence in Mich- 
igan. 


WILLs — Construction — Intent to 
Preserve Property to Lineal De- 
scendants 


Kentucky—Court of Appeals 


Snyder v. Second National Bank of Ashland 
et al., 243 S.W. (2d) 612. 


Stewart bequeathed $50,000 in trust 
to pay the income therefrom to his 
brother for life, “and upon his death, to 
transfer the corpus of the trust to his 
daughter, Martha Mayo Stewart, if she 
be then living and have living issue. 
If she shall not survive her father, and 
be survived by living issue, the corpus 
of the trust shall be transferred to her 
issue, per stirpes and not per capita. And 
unless she shall have living issue, the 
Trust shall continue and payments of 
income therefrom made to her during 
life, and if she shall die without having 
had issue, the income shall be paid, as 
before her death, to her mother, Nannie 
Watson Stewart, during life, and upon 
her death the corpus shall be paid to my 
sister, Neva S. Campbell, or her heirs.” 

The testator’s brother predeceased 
him. The brother’s daughter, Martha, 
had no children prior to the death of the 
testator, but subsequent to his death a 
son was born. The principal question 
presented was whether she took a life 
estate in the trust fund or was entitled 
to the corpus. 


HELD: Martha was entitled to the 
corpus. The court relied upon the italic- 
ized language quoted above, which is 
italicized in the opinion, and on the fact 
that it appeared from other provisions 
of the will and the evidence that a prime 
objective of the trust was to protect the 
corpus from the spendthrift inclinations 
of the testator’s brother and no intent 
was shown to preserve it for other mem- 
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bers of the family except in the event 
that Martha failed to continue the line 
of descent. 


WILLs — Probate — Forgery and 
Undue Influence Refuted 


Pennsylvania—Supreme Court 
Snedeker Estate, 368 Pa. 607. 


In 1929, decedent and her mother made 
their home with William P. Wilson, at- 
torney, who attended to all of decedent’s 
financial and legal affairs without charge. 
In 1937, she asked Wilson to write a 
will for her which he did in longhand. 
A few days later, she took it to his office 
and signed it in the presence of two 
subscribing witnesses. Wilson kept the 
will until 1946 when he gave it to de- 
cedent. She died in 1948 at 80. The will 
left the residue in trust for a niece and 
another for life and “untill I shall decide 
by Codicil to do otherwise I give and 
bequeath and devise all the residium 
of my estate to Wm. P. Wilson and name 
him executor of my will to full carry 
out the trust and full purposes.” Im- 
mediately following that paragraph is 
the signature of decedent. At that time 
Wilson was 66 and the niece 35. After 
the death, a neighbor, the niece and her 
mother went through a chest of drawers 
searching for clothing. No will was found 
and an administrator ‘was appointed. 
Thereafter the will was found in the 
chest of drawers. 
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The niece charged forgery by insertion 
and undue influence. An expert testified 
that the first “p” in “purposes” over- 
lapped the “k” in the signature and that 
the “p” had been written after the “k,” 
but with the same pen and ink. Hence all 
of that clause must have been added 
after execution; otherwise the will would 
not be coherent. A subscribing witness 
said there were no blanks above de- 
cedent’s signature at the time of execu- 
tion and Wilson stated he had written 
the whole will prior to execution. The 
lower court sustained the will and re- 
fused to award an issue d.v.n. The niece 
appealed. 


HELD: Affirmed. The direct evidence 
was contrary to the expert testimony and 
nothing in the record discredits that 
evidence. The will was in decedent’s pos- 
session for two years and she would 
have discovered an alteration. If the 
insertion was made after decedent was 
removed to a nursing home, the expert 
testimony becomes incredible as it is 
highly unlikely that the same pen and 
ink would be available eleven years later. 
The failure to notice the will during the 
search for clothing does not corroborate 
evidence of forgery and the wide dis- 
crepancy in the ages of Wilson and the 
niece makes it improbable that Wilson 
would risk his reputation to alter the 
will. 


In regard to undue influence, it is only 
where the confidential relation is coupled 
with a weakened mind that the burden 
of proof shifts upon those asserting un- 
due influence. 


WILLs — Probate— State Law Has 
no Application to the Validity of 
Wills of Indians Disposing of Re- 
stricted and Trust Property 


United States—Court of Appeals, 
District of Columbia Circuit 


Homovich v. Chapman, No. 10,778, decided 


June 21, 1951. 


The testator, a Comanche Indian, own- 
ed trust and restricted property valued 
at $162,000. On June 4, 1947, he exe- 
cuted a will prepared with the assistance 
of an employee of the United States 
Indian Service. He disposed of his proper- 
ty to collateral relatives, omitting his 
mother, two sisters and a brother, for 
the reason that they were otherwise pro- 
vided for. On April 10, 1948 he married 
the appellant, and died on September 30, 
1948, leaving no issue and without chang- 
ing his will. 


On April 6, 1949 the Secretary of the 
Interior, in compliance with depart- 
mental regulations, approved the will 
and ordered distribution of the estate in 
accordance with its terms. The widow 
brought suit in the District Court seeking 
to have the Secretary’s order set aside 
on the grounds that the will was null and 
void when executed; that the Secretary’s 
approval did not make the will valid; 
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that if valid, the will was revoked by 
operation of the Oklahoma law; and that, 
if valid, and not revoked by Oklahoma 
law, it was revoked by decedent’s sub- 
sequent marriage. The District Court 
dismissed the complaint. 


HELD: Affirmed. Existing Federal 
statute provides that Comanche Indians 
have the right to dispose of their prop- 
erty by will in accordance with regula- 
tions prescribed by the Secretary of the 
Interior, wich the proviso that no will so 
executed shall be valid unless approved 
by the Secretary. The appellant’s conten- 
tion that, at the time of the execution of 
the will, there were no valid regulations 
prescribing the form of wills cannot be 
sustained because the will was in fact 





approved by the Secretary and the pro- 
ceeding for its approval was in accord 
with existing regulations. 

The will was not revoked by Oklahoma 
law when the marriage of the testator 
occurred because State law has no ap- 
plication to the validity of the wills of 
Indians disposing of restricted and trust 
property. Likewise, the testator’s mar- 
riage does not establish an intent on his 
part to revoke the will. It was the obvious 
intent of Congress to place the approval 
of Indian wills in the hands of the Sec- 
retary for their protection, and the gen- 
eral rule that marriage establishes an 
intent on the part of the testator to re- 
voke a prior will is not binding on the 
Secretary of the Interior. 
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the company 
This man has been thoroughly trained to 


he keeps work with trust officers and attorneys 
in the fields of personal insurance and 
estate planning, business insurance, 
pension trusts and many other types of 


employee benefit plans. 


His experience and constant activity 
in these fields give him knowledge of 
great and proved value to trust officers 


and attorneys concerned with these matters. 


He is competent, cooperative, conversant 
with your problems — and he’s backed by 
the broad facilities of Connecticut General 


and its Advisory Bureau. 


The “man from C-G” is a good man to know. 


CONNECTICUT 
GENERAL 


LIFE INSURANCE COMPANY 
HARTFORD, CONNECTICUT 


LIFE INSURANCE, ACCIDENT INSURANCE, HEALTH 
INSURANCE AND ANNUITIES. ALL FORMS OF 
GROUP INSURANCE AND GROUP ANNUITIES. PEN- 
SION TRUSTS. SALARY ALLOTMENT INSURANCE 


BETTER SERVICE THROUGH BETTER MEN 





